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It's the eleventh hour for those who want to do 
their Christmas shopping away from the crowds, 


in the comfort of their own offices or homes! 


Next week the real rush begins in the “down- 
towns” from Bangor to San Diego. You still have 
the chance .of avoiding all the hubbub by send- 
ing World Report Gift Subscriptions. But you must 
act promptly, because the mailing list for the 
Christmas issue of World Report will “close” in 


just eight days. 


World Report is a very thoughtful gift in these 
eventful times. With so many half-truths and in- 
complete reports and “‘slanted”’ stories coming in 
to all of us from all parts of the world, this is the 
time when reliable and accurate information 
about the rest of the world is as valauble a gift 
as you could give. And as you well know, World 


Report has that kind of information. 


World Report's special Christmas Gift Rates are 
$4 for the first subscription, and $3 for each 
additional subscription entered at the same time 
—a greater “‘dollar’s-worth” than you perhaps 
had counted on this year. But your payment can 


wait—send your order in to us as soon as you can. 


World Report 


1227 TWENTY-FOURTH ST., N. W., WASHINGTON 7,D.C. 
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World production of coffee in the pres- 
ent crop year is expected to reach 40 mil- 
lion bags. That would be three million 
bags more than last year but three million 
short of the prewar average. Most of the 
increase will come from the plantations of 
Brazil and Colombia. 


oo 90 


Power projects to increase Great 
Britain’s supply of electrical energy are 
getting highest priorities for construction 
materials. Thirty-one stations now being 
built will add 10 million kilowatts to the 
country’s generating capacity. 


o 0 °O 


Farm machinery from the United 
States will replace draft animals slaugh- 
tered to check foot and mouth disease in 
Mexico. A $5 million loan from the Ex- 
port-Import Bank will help finance the 
purchases. 


o 0 0 


Nine new airports are planned by the 
Netherlands under a 10-year program 
costing $100 million. Six of the fields will 
be built to handle international traffic, 
and three will be used for domestic serv- 
ices. 

© 0 Oo 


Austrian railroads are using 25 per 
cent fewer passenger trains than they did 
earlier this year. The curtailment is due 
to a shortage of coal. For the time being, 
no cuts are being made in freight service. 
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Personal incomes in Guatemala are to 
be taxed this year for the first time. Rates 
will range from 1 to 12 per cent. 


o 0o °O 


Weight limits on gift parcels from the 
United States to Italy and Vatican City 
have been increased from 11 to 22 
pounds. The restriction of one parcel a 
week from the same sender to the same 
addressee also has been removed. 
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American locomotives are going to Po- 
land to speed up delivery of coal to West- 
ern Europe. Twenty-nine engines already 
have been sent, and 71 more will be 
shipped by the end of the year. 


o 90 Oo : 


German methods in manufacture of 
ceramics for insulating purposes are 
described in a new report prepared for 
the United States Government. Copies 
of the report are on sale by the Office 
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of Technical Services, Department of 
Commerce, Washington 25, D. C. 
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A new oil field is being developed in 
Southern Chile. Three wells in Tierra 
del Fuego already have yielded oil in 
commercial quantities. 


o oO 90 


Japanese branches of nine _ banks 
owned in other countries have been li- 
censed by the United States Army. The 
new branches will represent banks of the 
Netherlands, India, Australia, China, 
French Indochina and the United States. 


o 0 9 


Bauxite exports from Holland’s South 
American colony of Surinam (Dutch 
Guiana) are expected to reach 300,000 
tons this year. Production is mounting so 
fast that shipment of 500,000 tons is 
looked for in 1948. 


o 0 9 


Displaced persons from Europe are 
being resettled in agricultural and indus- 
trial communities of Venezuela. A Gov- 
ernment-sponsored program calls for 
immigration of 15,000 refugees, of whom 
more than 11,000 already have arrived. 
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British claims against Poland for na- 
tionalized property are to be handled by 
a mixed commission representing both 
countries. British holdings affected by 
Polish nationalization are estimated to 
be worth about $160 million. 
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Import restrictions on fruit from the 
Far East may be imposed by the United 
States Department of Agriculture to keep 
destructive fruit flies out of the country. 
An order affecting bananas, pineapples, 
lemons and sour limes from the Far East 
is under consideration. 


o 9o °9O 


Medical service for rural areas of 
Burma is to be provided by six mobile 
units shipped by American churches. One 
unit will be housed on a launch, another 
transported by pack horses and the rest 
carried in trucks. 
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Memo from the Editors 


World Report 





The struggle over Germany is put in a new light by this week's 
inside story on what is happening in the Soviet zone of occupation. Be- 
ginning on page 5, we present a detailed report on that sealed-off area. 
What have the Russians managed to do with their zone? Is it an in- 
dustrial giant or an economic cripple? The answers to these questions 
make easier to understand the maneuvering behind the negotiations in 
London. Here is a significant case study of Soviet occupation. 


A billion dollars for Japan may be the next item on America’s 
program of strengthening the non-Soviet world. See page 8 for a dispatch 
from Tokyo that goes thoroughly into the question of Japanese recovery 
and its cost in time and dollars. It provides an advance look at the plan- 
ning, now being done by headquarters of General of the Army Douglas 
MacArthur, intended to get Japan back to a position to support itself. 


Strikes and violence in France and Italy are not spontaneous 
demonstrations of discontent. They are part of a calculated plan that 
marks a switch in tactics by Europe’s Communists. What this deliberate 
attack can mean to the United States is told in the Worldgram on page 
3. And in World Personalities, starting on page 29, you get the back- 
ground stories of André Marty and Luigi Longo, the two militant Com- 
munists who pull the strings behind the disorders. The history of these 
two men provides a preview of what to expect if they attain their goal 
of real power in France and Italy. 


A divided Palestine would not mean a less expensive Palestine. 
World Report’s editors have dug into the economic facts imbedded in 
the territories that would go to Arabs and Jews once the country started 
operating as two separate nations. On page 18 you get an analysis of 
the resources of each state, and a dollars and cents estimate of what 

each will need to survive. Our cover this week, incidentally, gives you 
a full-color map of a basic plan for a partitioned Holy Land, showing 


how the land and wealth would be divided. 


What is Canada up to? What is behind the recent order limiting 
buying in the United States? In a dispatch on page 10 of this issue, we 
show in exact terms what the Dominion’s new restrictions mean to 
the United States. More important, you get information on how long 
this important market will be held in check and how it may change. 

The Canadian situation also leads to a study of world trade in gen- 
eral. On page 24 is an analysis of the new tariff program showing what 
it holds in store for business and merchandising inside the United States. 
The tariff program carries significance far beyond the interest of the 
American exporter and importer. 


The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 





For World Report 
Issue of December 2, 1947 
Volume 3, No. 23 


Price the United States will have to pay for recovery in Western Europe is 
going up. Official figures don't reflect new costs yet. They will eventually. 

People behind all this are the 3% million Communists in France and Italy. 
They are militant, disciplined, energetic. They are doing quite a job. 

Net effect of Communist agitation and violence is to cut down output of 
Europe's mines and factories. That reduces exports as well as production for 
home use. In turn, that calls for larger imports, yet reduces ability to pay 
for them by exports. Result: a bigger bill, cver a longer period, for the U.S. 





Aim of the troublemakers is not haphazard. Targets are carefully chosen. 
Marksmanship is good. Vital needs in France, for example, are these: 

Enough coal to put industrial production above prewar levels. 

Enough food, grown and imported, to give city people a living diet. 

Enough workers to produce and distribute the country's minimum needs. 

Transport, by land and sea, working at top speed, without a hitch. 

Fiscal reform to balance the budget, give the franc steady value. 

A Government backed by most of the people, able to govern. 


By attacking vulnerable spots, French Communists accomplish a lot in a mate 
ter of days. As things stand, this is the record: 

More than a million workers have been called off the job by strikes. 

Threat of a general strike, Spreading from Marseille, worries Paris. 

Coal mines have had to shut down. They are basic to French recovery. 

Ports and harbors operate under the handicap of striking stevedores, 

Rail traffic has been tied up, affecting 80 per cent of the long hauls. 

Scarce food, delayed in transit, has gone to waste. 

Army reservists have been called up, taken away from work, to keep order. 

Fiscal reforms planned by the Government have had to be postponed. 

France's fifth Government since liberation has been forced out of office. 

Thing to notice is that every item in this list is vital to French recov- 
ery. Communists have succeeded, at least temporarily, in disrupting production, 
exports, currency reform and government itself. It all means more U.S. aid. 





How long the new Schuman Government will last in France is anybody's guess. 
Duration of regime depends on its ability to end strikes, first of all. 

Program is to be: wage increases in most deserving cases; crackdown on po- 
litical strikes; secret ballot for electing union officers and for strike votes. 
Communist strategy is to make trouble for Schuman, try to upset him, even if 


(over) 
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this brings their archenemy, General de Gaulle, into power. Communists are 
willing to gamble on a showdown, on winning what amounts to a civil war. 


Leftists in Italy are trying a new tack. 
Violence seems to be subsiding, at least for the time being. 
Worker control of industry is the new goal. Communists now demand: 
Control over industrial output and over credit granted to industries. 
Power to nationalize enterprises that fire or lock out workers. 

' Labor management of the agency that finances Italian industry. 
Official status for workers’ committees in all industries. 
Failure to meet these demands, Communists say, means a general strike. 
So far, the De Gasperi Government has stood up. But the going is rough. 











The goings on in France and Italy create a gloomy setting for the Big Four 
now meeting in London. Atmosphere is tense. Mood is one of crisis, of danger. 

Yet no sharp break is expected. Neither Russia nor U.S. wants it. 

There is every indication that the American Secretary of State, George C. 
Marshall, is sticking to cardinal points of U.S. policy on Germany. 

A_ unified Germany is still the goal. Nothing less will suit Washington. 

A Germany unable to fight is likewise high on the list of objectives. 

European recovery, at the same time is now regarded as indispensable. 

Russians say they want tr3 same things--but not on America's terms. 

Most plausible reason for Soviet stalling on Germany is that Moscow is not 
yet ready to do business. Russian zone of Germany is not yet thoroughly soviet- 
ized. And it is in bad shape economically. Furthermore, Moscow is still waiting 
for the big American depression. Then, it is thought, U.S. will compromise. 

U.S. reason for insisting on unified Germany, for avoiding a separate peace, 
is that alternative would really wreck Europe, probably would mean war. 

U.S. makeshift, if London Conference fails, will: be to put full steam be- 
hind recovery in Western Germany, but without writing a treaty about it. 























Final break between Russia and the United Nations also has been postponed. 

It is still a fact, and a significant one, that Russia is still a member. 

Record of the General Assembly makes this even more remarkable. 

U.N. commissions to investigate the Balkans, to prepare Korea for inde-~ 
pendence, have been set up against Soviet wishes, without Russian participation. - 

"Little Assembly" is authorized to get around the Russian veto. 

Resolution against warmongering, Moscow definition, is watered down. 

Slap at Franco Spain is voted down, despite Soviet pressure. 

Discrimination in South Africa, in which India's complaint got full support 
of Russia, is talked and voted off the U.N. agenda and presumably forgotten. 

Whether Russia's loss in all these contests is the U.N.'s gain is a fair 
question. Answer has not yet been handed down. It may be some time arriving. 


























FOR YOUR CONVENIENCE--This survey is completed on succeeding pages 
inasmuch as "Worldgram" cannot possibly include all the important 
developments. To assist the busy reader, a series of brief para- 
graphs is printed in large type at the head of each Dispatch. 
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ECONOMIC SLUMP IN SOVIET GERMANY 





Reported from BERLIN and WASHINGTON 


Russia has an economic slump 
on its hands in the Soviet zone of 
Germany. Result is to strengthen 
the hands of American and Brit- 
ish negotiators at London. 

British-American plans for in- 
dustrial revival of Western Ger- 
many are coming to a head just 
as Eastern Germany is going 
downhill under Russian manage- 
ment. 

Moscow now hopes to prevent 
complete collapse in the Soviet 
zone by easing up on reparations 
and by promising the Germans 
better living conditions. 


o 0 9 


Russia has squeezed the Soviet zone 
so dry that the area now might be more 
of a burden than a help to a unified 
Germany. 

@ Trouble in the Soviet zone has been 

developing throughout this year and 
is expected to become more serious 
this winter. Information gathered in 
Berlin and Washington shows the 
scope of Russia's difficulties: 

Industrial capacity in the zone has been 
reduced by about 40 per cent compared 
to prewar. Part of the loss is a result of 
war damage. But most of it has been 
caused by reparations removals. 

Production is far below capacity. In- 
dustrial output at present is estimated 
at 60 per cent of remaining capacity. 

Shortages of raw materials and spare 
parts are pinching harder than at any 
time since the end of the war. 

Worker efficiency is extremely low com- 
pared to prewar days. Apparently it has 
been declining even more in recent 
months. 

Food prospects in the Soviet zone for 
this winter and the coming spring are 
worse than they were a year ago. 
Drought has meant even smaller harvests 
this year than last, when the grain crop 


was only 64 per cent of prewar. Thou- 
sands of farmers are unable to deliver 
their full quotas of grain and milk. 

Morale is low. Two years of producing 
for the Russians with nothing in return 
has convinced many Germans that there 
is no point in working hard. Thousands 
try to slip into the Western zones. 

@ Russian remedy for lagging produc- 
tion in the Soviet zone is a combination 
of rewards, penalties and propaganda. 

Workers’ benefits in Eastern Germany 
are greatly increased under an order 
issued recently by Marshal Vassily D. 
Sokolovsky, commander of the Soviet 
zone. 

One warm meal a day is to be served 
to workers in key industries. 

Workers in these industries also are to 
get priority in rations of clothing, shoes 
and coal. 

Wages are to be put on a piecework 
basis so there will be more incentive to 
produce. 

Paid vacations of from 12 to 24 days 
are promised. 





ZONE BOSS SOKOLOVSKY 


Will hot meals make workers willing? 





Penalties are threatened, however, for 
not reaching production quotas. 

Soviet propaganda, at the same time, 
is urging the Germans to support the 


“German Plan” as opposed to the Marshall 


Plan. The “German Plan” calls for reli- 
ance on self-help, instead of outside aid, 
and tries to appeal to national pride. So 
far, it is meeting with little success. 

Communists in the Soviet zone of Ger- 
many also are launching a campaign for 
union with the U.S.S.R. Communist 
labor leaders are trying to whip up popu- 
lar feeling among the workers in favor of 
making the zone a German Soviet Repub- 
lic. The idea arouses little enthusiasm 
among Germans. 

A shift in the Russian Military Govern- 
ment’s economic policy promises to give 
the Germans a larger share of what they 
produce. Marshal Sokolovsky announced 
earlier this year that reparations ship- 
ments would be cut and trade with other 
areas encouraged. 

Exports to the Western zones have 
been rising. Trade agreements have been 
signed with countries on both sides of 
the Iron Curtain. Potash, one of the most 
valuable export items, has been taken 
from the reparations list. But nobody 
knows how much of the money earned 
by the new exports will be available for 
the economy of the Soviet zone and how 
much will be drained off by Russia. 

Stumbling block in plans for expanding 
the zone’s trade is that exports already 
may be crowding the limit. Sizable stocks 
of materials left by the Nazis have been 
used up. The Germans are running out 
of old equipment that can be used for 
spare parts to keep machinery running. 

Present rate ‘of. exports is maintained 
by withholding most consumer goods 
from the German population. The Soviet 
zone is exporting as much as before the 
war, although the capacity of its export 
industries has been cut in half. Some 
experts believe the zone cannot keep up 
that pace indefinitely, even with a dras- 
tically reduced standard of living. 

@ Mistake of the Russians was in squeez- 

ing too much out of their zone. Its value 
as a key piece in the Molotov Plan for 
Eastern Europe is much reduced. 

Plant removals to Russia have seriously 
weakened the Soviet zone’s economy, 
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adding to 
damage. 

The capacity of the major export indus- 
tries has been reduced by more than half. 
Some have lost as much as four fifths of 
total capacity, as the accompanying chart 
shows. Electrical equipment, machine 
tools, iron and steel and optical industries 
are hardest hit. 

Possible output of industries making 
heavy machinery and other equipment 
for manufacturing has been cut by an 
estimated 75 per cent. There is no longer 
much chance of making the Soviet zone 
the machine shop of Eastern Europe. The 
machines aren't there any more. 

Capacity of consumer-goods industries, 
which make things such as textiles, foot- 
wear and furniture, is down less. Cuts 
here are only 20 to 30 per cent. However, 
the Germans are allowed to keep very 
little of what these industries produce. 
Most of it is sent to Russia or Russian- 
dominated countries of Eastern Europe. 

Reparations out of current production 
are heavy. Perhaps two thirds of the 
zone’s industrial output is being drained 


already substantial war 
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Production in the Russian Zone of Germany in 1946 


(Percent of prewar) 
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off as reparations for Russia. Part of the 
remaining one third is being used by the 
Soviet Army of Occupation. 

Imports are only 10 per cent or less of 


- exports. Main imports are cotton and wool 


from Russia. Little of this benefits the 
Germans, however. Most of it is made 
into cloth and sent back to Russia. 


Small amounts of other raw materials” 


come into the Soviet zone from Poland, 
Czechoslovakia and the Ruhr. Most of 
the products made with them are shipped 
East, however. 

Transportation has been crippled. Hun- 

dreds of miles of railroads under Russian 
administration in Germany have been 
removed or converted from double to 
single track. 
@ Value of the Soviet zone to the Rus- 
sians still is considerable, despite whole- 
sale removal of industrial plants and the 
constant draining off of manufactured 
goods. 

Industry. The Russian zone contains 
the second largest concentration of in- 
dustrial power in Germany. The British 
zone, which includes the Ruhr, is first. 


Before the war, the zone now governed 
by the Russians accounted for nearly a 
fourth of Germany’s industrial output. 
If Berlin is included, the percentage is 
one third. The zone was especially strong 
in textiles, machine tools, electrical equip- 
ment, optical glass and chemicals. 

Food. The area which is now the Soviet 
zone grows, in normal times, 30 per cent 
of Germany's crops. It is nearly self-suf- 
ficient in food. Unlike the American and 
British zones, it does not have to develop 
a large export program to pay for food 
from the outside. 

Berlin. If relations between East and 
West keep getting worse, the Western 
powers might have to abandon Berlin, 
which is in the Soviet zone. That would 
leave the Russians an important concen- 
tration of industrial power but also a 
heavier food problem. 

In prewar days, Berlin alone produced 
9 per cent of the industrial output of 
the area that is Germany today. 

Reparations removals on top of heavy 
war damage have stripped the city of 
two thirds of its capacity in export indus- 

















Loss of Factories in the Russian Zone of Germany 


@ Percentage of total capacity removed or destroyed 
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tries. Capacity of the electrical equipment 
industry in Berlin now is about $50 mil- 
lion a year. Before the war, it was $369 


million. The machine-tool industry in the RUSSIAN ZON E ' 
city has been cut to about one twelfth of 
its former size. Iron and steel capacity is ‘ ‘ W ale) Part ro) 
about a tenth of what it used to be be- 
fore the war. mesianiels CT-Tdaalol ayy 
So, for the present, Berlin is just a 
heavy burden. About seven times as much 


has to be put into it in the form of such 
things as food and coal as can be gotten 


BRITISH ZONE 


out. 
@ Diminishing returns are all that the 
Russians can expect from their z»ne of AREA 30%, 


Germany for some time. From now on, 
less can be taken out. More will have to 

be left for the Germans in the Soviet POPULATION VA ow 
zone and their industries. 

Russia’s troubles in Eastern Germany 
may be only beginning. Conditions there seep nares NATIONAL INCOME 24% 
cannot improve much soon. The damage BB ee 
is too extensive. If Western Germany 
: begins to show signs of recovery under 
the Marshall Plan, Eastern Germany is 
: certain to grow more restless under Rus- 
sian control. 





Data from U. S. Military Government, Copyrignt, 1947, by World Report 
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RECOVERY IN INDUSTRY 
Congress will be asked to foot the bill 
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MACARTHUR’S 6-YEAR PLAN 
FOR JAPAN’S REHABILITATION 








Reported from TOKYO 


A recovery plan for Japan, 
similar to the Marshall Plan for 
Europe, is being prepared by 
General of the Army Douglas 
MacArthur's economic advisers. 

It will cost the United States a 
billion to a billion and a half dol- 
lars over a period of six years, if 
Congress approves. At the end of 
that time, Military Government 
officials believe, Japan will be 
self-supporting. 

The recovery price is in addi- 
tion to the expense of maintain- 
ing occupation troops, now run- 
ning at a rate of $370 million a 


year. 
o 0 90 


The U.S. Congress is to be asked 
shortly for funds to finance the first 15 
months of a six-year relief and re- 
habilitation program for Japan, start- 
ing April 1. 

@ Objective of the plan is to restore 
Japanese living standards by 1954 to 
the 1930-1934 level, according to Jo- 
seph Fromm, World Report's staff cor- 
respondent in Tokyo. To achieve this: 

Production must be tripled. 

Imports must be boosted 500 per cent. 

Exports must be multiplied 12 times. 

Occupation of Japan already has cost 
the United States more than $2 billion. 
In addition to supporting occupation 
troops, American expenditures have pro- 
vided a bare minimum of food, fuel and 
medicine for the Japanese people. 

“The new plan, if Congress approves, 
will provide raw materials to prime the 
pump of industrial recovery,” Fromm re- 
ports. “U.S. expenditures are to be high- 
est the first year, as with the Marshall 
Plan for European recovery. As Japanese 
production and exports rise, the cost to 
America is to taper off. By 1954, it is 
hoped, Japan will be able to stand alone 
and perhaps even begin repaying the 
United States.” 


@ Recovery, even with American aid, 
will be a staggering task for Japan. 

Industrial production is only 42 per 
cent of the 1930-1934 level and less than a 
quarter of the wartime peak. 

Population, which was 65 million in 
1930, is increasing at a rate of a million 
a year. It is 78 million now and is ex- 
pected to approach 85 million by 1953. 
Japan must produce and import more 
than in the 1930-1934 period to provide 
the same living standards for a larger 
population. 

Food imports must be raised sharply. 
Japan must plan on importing a quarter 
of its food. Shipments of three million 
tons of grain and a million tons of other 
food are considered the minimum for 
1953. Shipments this year, financed by 
the United States, total about one and 
one-half million tons. 

Coal production, now 27 million tons 

a year, must be raised to 45 million tons 
in 1953. Steel output must be lifted from 
850,000 tons to more than three million 
tons a year. For industry as a whole, out- 
put must be raised 25 per cent each year 
during the next six years, if objectives 
are to be met. Against this background 
World Report's Tokyo bureau projects 
the recovery program: 
q] The new economic plan calls for 
boosting production to 125 per cent of 
the 1930-1934 level by the end of 1953. 
Output during the war was almost double 
the 1930-1934 level. Capacity in most 
lines, as a result, is sufficient to achieve 
the 1953 goal and still provide substantial 
reparations. The problem is to get idle 
plants into operation and to obtain 
markets abroad to finance essential im- 
ports. 

Material shortages are the immediate 
obstacle to recovery. Like Great Britain, 
Japan "ormally earns its way by import- 
ing food and raw materials and exporting 
manufactured goods. Japan is less de- 
pendent on overseas sources for food 
than is Britain, but more dependent on 
other countries for raw maierials. 

The situation is particularly critical 
now, because stockpiles of raw materials 
left at the end of the war are about 
exhausted. 

Minimum imports of food are being 
financed by the United States. Congres- 
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sional appropriations, however, do not TQ BOOST THE STANDARD OF LIVING 


permit purchases of raw materials for 
industry. 

A cotton loan is providing one way 
around this restriction. The Commodity 
Credit Corporation is shipping Japan 
about 1,250,000 bales from U.S. surplus 
stocks. Seventy to 80 per cent of the 
cloth made from this cotton is being sold 
abroad to repay the loan. Efforts are 
being made to encourage a flow of cot- 
ton from India on the same basis. 

A revolving fund to finance other im- 
ports of raw materials is planned by 
General MacArthur's headquarters. The 
Bank of Japan’s holdings of gold and 
silver, valued at $137 million, are to 
be used as security for private loans 
from banks in America, Great Britain 
and other countries, totaling $200 mil- 
lion to $500 million. 

Only raw materials that can be proc- 

essed directly and sold abroad within | =U. 6. Signal Carpe 
a year are to be covered. The proceeds IMPORTS MUST GO UP: Bales of U.S. surplus cotton will prime the pump 
of Japan’s exports are to replenish and 
swell the self-liquidating fund. The loans 
are to finance such supplies as cotton 
and wool for textiles, pulp and salt for 
rayon, and tin for the fish-canning in- 
dustry. 
@ A new appropriation of about $150 
million is to be asked of Washington to 
finance imports of other raw materials. 
This sum is to cover the period from 
April 1, 1948, to June 30, 1949. 

A deficiency appropriation of about 
$100 million for food and other relief sup- 
plies also is to be requested for the period 
April-June 1948. In addition, about $400 
million is to be asked by occupation head- 
quarters for relief in the fiscal year end- 
ing June 30, 1949. The total amount of 
new funds, therefore, will be about $650 
million for the 15-month period begin- 
ning April 1. 

Appropriations will have to be cut back 
sharply in subsequent years if the six-year : | International 
program is to be financed for less than EXPORTS MUST GO UP: Japan’s future is in such manufactured goods 
the $1% billion planned. 

@ Unsettled conditions in Asia, how- 
ever, make the entire recovery plan an 
uncertain prospect, at best. 

Before the war, Far Eastern countries 
provided more than half of Japan’s im- 
ports of raw materials and purchased be- 
tween half and three quarters of its ex- 
ports. Since the war, Asiatic areas have 
been able to supply less than 5 per cent 
of Japan’s needs. As a result, the United 
States has been providing more than 95 
per cent of Japan’s imports. 

Japan now must buy most of its raw 
materials for dollars, primarily from the 
United States. But Japan cannot sell 
much to America. The natural markets 
are countries in Asia, which have no 
dollars and are unable to supply raw 
materials at present. 

Success of the recovery plan for Japan, 
as a result, will depend largely upon 
peace and parallel recovery in the rest ~lahesnstional 


of Asia. FOOD SUPPLY MUST GO UP: Home crops don’t provide even a minimum diet 
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CUT IN AMERICA’S SALES TO CANADA 





Reported from OTTAWA, NEW YORK and WASHINGTON 


Canada’s restrictions on buy- 
ing may lead to lasting changes 
in its trade with the United 
States. 

Immediate objective is _ to 
check the drain on the Domin- 
ion’s supply of U.S. dollars by 
trimming $300 million a year 
from imports. 

Long-range idea, however, is 
to make Canadian industry more 
self-sufficient; to end forever the 
Dominion’s dependence on some 
products of the United States. 


o 0 °O 


Canadians are experiencing a 
peacetime program of austerity as the 
result of stiff controls imposed on im- 
ports by the Dominion Government. 
These restrictions deprive Canadians 
of many food items and capital and 
consumer goods. 

Public resentment is to make itself felt 
at the session of Parliament that opens 
December 5. Meanwhile, as the result 
of a “run” by consumers afraid of short- 
"ages, the Government has put price con- 
trols back on many’ foods and other 
items affected by the import restrictions. 
@ Import controls range from an em- 
bargo to excise taxes. 

The embargo forbids imports of a wide 
variety of articles from any country. 
Commodities affected include, among 
others, foods, radios and bathtubs. The 
accompanying chart shows a few of the 
prohibited items and the relative impor- 
tance of Canada as a market for United 
States exports of these goods. 

The Government may make exceptions 
to the embargo in cases where special 
need or hardship is shown. 

Import quotas are being applied main- 
ly to certain classes of fruits and vegeta- 
bles and to a wide variety of fabrics and 
leather and rubber goods. Automobiles, 
now under embargo, are to be put on a 
quota basis later. 

At first, the quotas affect imports only 
from areas known as “scheduled coun- 
tries’ —the United States and its posses- 
sions, Cuba, the Dominican Republic, 
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Guatemala, Haiti, Panama, El Salvador, 
Venezuela, Switzerland and Russia. Can- 
ada’s balance of payments with most of 
these countries is unfavorable. 

A license is required for each import of 
metals and manufactures not covered by 
embargo or quota, and for most commer- 
cial moving picture films. Machinery and 
equipment for farming and fishing are 
exempt. 

An excise tax is placed on goods manu- 
factured in Canada that contain imported 
parts. On most items this tax is 25 per 
cent, but on automobiles it ranges from 
25 to 75 per cent. 

A $150 limit is put on the funds a 
Canadian tourist may take to the United 
States or any other “scheduled” country. 

A credit of $300 million from the U. S. 
Export-Import Bank is to cushion the 
effects of import controls and the dollar 
shortage on Canada’s economy. This 
credit is to be available for purchase of 
materials needed by Canada’s industries. 

Devaluation of the Canadian dollar 
was considered and rejected by the Do- 
minion Government. 
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@ Europe’s dollar shortage, coupled with 

Canada’s enormous purchases in the 
United States, lies at the root of the prob- 
lem the Dominion Government is trying 
to solve. 

Canada normally has an unfavorable 
balance of trade with the United States. 
Before the war, most of the difference 
was paid with dollars Canada received for 
exports to countries other than the United 
States. Biggest customers were Britain 
and other countries in Europe. 

Canadian exports are larger now than 
they were before the war, as the result 
of increased demand for food and for 
products of the Dominion’s expanded 
industries. But since the war, most of the 
world has been short of dollars. Canada, 
thus, has accepted soft currencies or has 
extended credit to cover a large part of 
its exports. 

Although Canada has extended $600 
million in credits to non-British countries 
since the war, the principal beneficiary 
of the Dominion’s export and loan poli- 
cies is Great Britain. 

Canada has granted Britain $1,250,- 
000,000 in credits since the war. Com- 
modities that might have been sold in 
other markets, partly for dollars, have 
been reserved for the British. Canadian 
wheat is being furnished to Britain at 
prices below prevailing rates. 

Canadian buying in the United States, 
meanwhile, has soared to heights never 
before reached in peacetime. Imports 
from the United States last year were 
nearly three times the 1935-40 average. 
This year, as U.S. prices advanced, the 
cost to Canada shot still higher. During 
the first nine months of the year the 
Canadians took about a sixth of all 
United States exports. 

Heavy purchasing in the United States 
and low receipts of dollars from other 
countries melted down Canada’s reserves, 
as shown in the accompanying chart. 
Thus, the Dominion Government decided 
to act before the reserves were exhausted. 
@ Prospects for easing the import bar- 
riers are tied up with hopes for European 
recovery and for increased exports to the 
United States. Either of these develop- 
ments would make more U.S. dollars 
available to Canada. 

The Marshall Plan is what Canada’s 
Government relies upon for quickest help. 
Under that program, Canada expects to 
get dollars for a considerable part of the 
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How Canada's Ban on Buying Hits the United States 


Dominion’s share of typical U.S. exports, now 


shut out by Government import restrictions 


e iit 3 ils P 
CANADA 


6/ 


REST OF WORLD 


essential goods it ships to Europe. These 
dollars might be paid directly to Canada 
by the United States or might be turned 
over to European countries for use in pur- 
chasing. If enough dollars are received 
for goods shipped to Europe, Canada 
could relax its import curbs. 

Full recovery of Europe would restore 

multilateral trading. Thus, Canada once 
more could get a continuing flow of U.S. 
dollars from Europe. With them, the 
Dominion could settle its unfavorable bal- 
ance with the United States. 
@ Increased sales of Canadian products 
in the United States would swing trade 
between the two countries more nearly 
into balance. Therefore, the Dominion 
Government hopes to export more goods 
across the border. 

Gold exports hold a promise of quick 
dollars, for the United States buys all 
offerings at $35 an ounce. 

Gold output in the Dominion now is 
less than half what it was before the war. 
The Government has decided to pay a 
bonus of $7 an ounce on gold produced 
in excess of the output last June. The 
bonus is expected to stimulate mines now 
operating and to bring back into pro- 
duction many marginal mines now closed. 

U.S. tariff cuts, agreed upon at the 
Geneva Conference, raise Canadians 
hopes for increased sales to their neigh- 
bor. Duties are to be reduced January | 
on items that account for about a third 
of Canada’s exports to the United States. 
Principal - commodities affected are 
whisky, cattle, fish, cheese, potatoes and 
other vegetables, blueberries, aluminum, 
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nickel, Christmas trees and certain kinds 
of lumber. 

Whisky exports are expected to rise as 
the result of the tariff cut of $1 a gallon. 

Livestock shipments to the United 
States are expected to start after the first 
of the year, with the expiration of the 
Canadian contract to furnish meat to 
Britain. The United States agreed at 
Geneva to raise its annual import quotas 
on cattle from 225,000 to 400,000 and on 
calves from 100,000 to 200,000. Mexico 
formerly used up most of the quotas, but 
now animal shipments from Mexico to 
the United States are banned because 
of foot-and-mouth disease. That leaves 
the quotas wide open to Canada. 

More lumber from Canada will be 
bought in the United States if the Do- 
minion can furnish it. But the amount 
available is limited by domestic needs 
and by promises to Britain. 

Base metals are in strong demand in the 
United States. Canada will try to step up 
its shipments. 

American companies’ branches figure 
largely in the Dominion Government's 
plans for increased exports to the United 
States. 

U.S.-owned companies now have 
about 2,000 branches, affiliates and sub- 
sidiaries, representing an investment of 
$2.300,000,000, north of the border. 
bout half of them are engaged in manu- 

turing. In most cases they import parts 
trom the United States that have to be 
paid for with U.S. dollars. 

Canada wants these plants to become 
self-sufficient. Thus, the control program 
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limits imports of parts. Immediate effect 
is to save U.S. dollars. But longer-range 
goals are to increase the manufacture of 
parts in Canada and to encourage the 
sale in the United States of Canadian- 
made products, particularly automobiles. 
A cut in tariffs would be necessary to 
admit most of these items, however, 

Fine-paper market in the United States 
is another field that Canada would like 
to enter. 

Newsprint, pulpwood and pulp now 
account for about two thirds of Canada’s 
exports to the United States. Since Ca- 
nadian mills are working at capacity, 
there is little hope of increasing exports 
of these products. What Canada wants to 
do is to process some of these products 
into higher-priced items for sale in the 
United States. 

Newsprint, pulpwood and pulp enter 
the United States duty free. U.S. mills 
make much of the pulpwood and pulp 
into fine papers, while a tariff keeps out 
fine papers from Canada. 

If Canada could substitute fine papers 
for part of its pulpwood and pulp exports, 
its dollar income would be increased. Re- 
duction or removal of the tariff by the 
U.S, Congress would be necessary, how- 
ever. 

Parliament's approval of the Govern- 
ment’s program is likely. But the controls 
are not popular. The Government, there- 
fore, is to relax them as quickly as con- 
ditions will permit. How soon that will be 
is to depend on the Marshall Plan and on 
Canada’s ability to increase exports to 
the United States. 
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CUT IN AMERICA’S SALES TO CANADA 


Reported from OTTAWA, NEW YORK and WASHINGTON 


Canada’s restrictions on buy- 
ing may lead to lasting changes 
in its trade with the United 
States. 

Immediate objective is to 
check the drain on the Domin- 
ion’s supply of U.S. dollars by 
trimming $300 million a year 
from imports. 

Long-range idea, however, is 
to make Canadian industry more 
self-sufficient; to end forever the 
Dominion’s dependence on some 
products of the United States. 
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Canadians are experiencing a 
peacetime program of austerity as the 
result of stiff controls imposed on im- 
ports by the Dominion Government. 
These restrictions deprive Canadians 
of many food items and capital and 
consumer goods. 

Public resentment is to make itself felt 
at the session of Parliament that opens 
December 5. Meanwhile, as the result 
of a “run” by consumers afraid of short- 
ages, the Government has put price con- 
trols back on many foods and other 
items affected by the import restrictions. 
| Import controls range from an em- 
bargo to excise taxes. 

The embargo forbids imports of a wide 
variety of articles from any country. 
Commodities affected include, among 
others, foods, radios and bathtubs. The 
accompanying chart shows a few of the 
prohibited items and the relative impor- 
tance of Canada as a market for United 
States exports of these goods. 

The Government may make exceptions 
to the embargo in cases where special 
need or hardship is shown. 

Import quotas are being applied main- 
ly to certain classes of fruits and vegeta- 
bles and to a wide variety of fabrics and 
leather and rubber goods. Automobiles, 
now under embargo, are to be put on a 
quota basis later. 

At first, the quotas affect imports only 
from areas known as “scheduled coun- 
tries’—the United States and its posses- 
sions, Cuba, the Dominican Republic, 
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Guatemala, Haiti, Panama, El Salvador, 
Venezuela, Switzerland and Russia. Can- 
ada’s balance of payments with most of 
these countries is unfavorable. 

A license is required for each import of 
metals and manufactures not covered by 
embargo or quota, and for most commer- 
cial moving picture films. Machinery and 
equipment for farming and fishing are 
exempt. 

An excise tax is placed on goods manu- 
factured in Canada that contain imported 
parts. On most items this tax is 25 per 
cent, but on automobiles it ranges from 
25 to 75 per cent. 

A $150 limit is put on the funds a 
Canadian tourist may take to the United 
States or any other “scheduled” country. 

A credit of $300 million from the U. S. 
Export-Import Bank is to cushion the 
effects of import controls and the dollar 
shortage on Canada’s economy. This 
credit is to be available for purchase of 
materials needed by Canada’s industries. 

Devaluation of the Canadian dollar 
was considered and rejected by the Do- 
minion Government. 
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@ Europe’s dollar shortage, coupled with 

Canada’s enormous purchases in the 
United States, lies at the root of the prob- 
lem the Dominion Government is trying 
to solve. 

Canada normally has an unfavorable 
balance of trade with the United States. 
Before the war, most of the difference 
was paid with dollars Canada received for 
exports to countries other than the United 
States. Biggest customers were Britain 
and other countries in Europe. 

Canadian exports are larger now than 
they were before the war, as the result 
of increased demand for food and for 
products of the Dominion’s expanded 
industries. But since the war, most of the 
world has been short of dollars. Canada, 
thus, has accepted soft currencies or has 
extended credit to cover a large part of 
its exports. 

Although Canada has extended $600 
million in credits to non-British countries 
since the war, the principal beneficiary 
of the Dominion’s export and loan poli- 
cies is Great Britain. 

Canada has granted Britain $1,250,- 
000,000 in credits since the war. Com- 
modities that might have been sold in 
other markets, partly for dollars, have 
been reserved for the British. Canadian 
wheat is being furnished to Britain at 
prices below prevailing rates. 

Canadian buying in the United States, 
meanwhile, has soared to heights never 
before reached in peacetime. Imports 
from the United States last year were 
nearly three times the 1935-40 average. 
This year, as U.S. prices advanced, the 
cost to Canada shot still higher. During 
the first nine months of the year the 
Canadians took about a sixth of all 
United States exports. 

Heavy purchasing in the United States 
and low receipts of dollars from other 
countries melted down Canada’s reserves, 
as shown in the accompanying chart. 
Thus, the Dominion Government decided 
to act before the reserves were exhausted. 
@ Prospects for easing the import bar- 
riers are tied up with hopes for European 
recovery and for increased exports to the 
United States. Either of these develop- 
ments would make more U.S. dollars 
available to Canada. 

The Marshall Plan is what Canada’s 
Government relies upon for quickest help. 
Under that program, Canada expects to 
get dollars for a considerable part of the 
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How Canadas Ban on Buying Hits the United States 


Dominion’s share of typical U.S. exports, now 


shut out by Government import restrictions 
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essential goods it ships to Europe. These 
dollars might be paid directly to Canada 
by the United States or might be turned 
over to European countries for use in pur- 
chasing. If enough dollars are received 
for goods shipped to Europe, Canada 
could relax its import curbs. 

Full recovery of Europe would restore 

multilateral trading. Thus, Canada once 
more could get a continuing flow of U. S. 
dollars from Europe. With them, the 
Dominion could settle its unfavorable bal- 
ance with the United States. 
@ Increased sales of Canadian products 
in the United States would swing trade 
between the two countries more nearly 
into balance. Therefore, the Dominion 
Government hopes to export more goods 
across the border. 

Gold exports hold a promise of quick 
dollars, for the United States buys all 
offerings at $35 an ounce. 

Gold output in the Dominion now is 
less than half what it was before the war. 
The Government has decided to pay a 
bonus of $7 an ounce on gold produced 
in excess of the output last June. The 
bonus is expected to stimulate mines now 
operating and to bring back into pro- 
duction many marginal mines now closed. 

U.S. tariff cuts, agreed upon at the 
Geneva Conference, raise Canadians’ 
hopes for increased sales to their neigh- 
bor. Duties are to be reduced January | 
on items that account for about a third 


of Canada’s exports to the United States. 


Principal ‘ commodities affected are 
whisky, cattle, fish, cheese, potatoes and 
other vegetables, blueberries, aluminum, 
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nickel, Christmas trees and certain kinds 
of lumber. 

Whisky exports are expected to rise as 
the result of the tariff cut of $1 a gallon. 

Livestock shipments to the United 
States are expected to start after the first 
of the year, with the expiration of the 
Canadian contract to furnish meat to 
Britain. The United States agreed at 
Geneva to raise its annual import quotas 
on catile from 225,000 to 400,000 and on 
calves from 100,000 to 200,000. Mexico 
formerly used up most of the quotas, but 
now animal shipments from Mexico to 
the United States are banned because 
of foot-and-mouth disease. That leaves 
the quotas wide open to Canada. 

More lumber from Canada will be 
bought in the United States if the Do- 
minion can furnish it. But the amount 
available is limited by domestic needs 
and by promises to Britain. 

Base metals are in strong demand in the 
United States. Canada will try to step up 
its shipments. 

American companies’ branches figure 
largely in the Dominion Government's 
plans for increased exports to the United 
States. 

U.S.-owned companies now have 
about 2,000 branches, affiliates and sub- 
sidiaries, representing an investment of 
$2.300,000,000, north of the border. 
‘bout half of them are engaged in manu- 

turing. In most cases they import parts 
trom the United States that have to be 
paid for with U.S. dollars. 

Canada wants these plants to become 
self-sufficient. Thus, the control program 
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limits imports of parts. Immediate effect 
is to save U.S. dollars. But longer-range 
goals are to increase the manufacture of 
parts in Canada and to encourage the 
sale in the United States of Canadian- 
made products, particularly automobiles. 
A cut in tariffs would be necessary to 
admit most of these items, however, 

Fine-paper market in the United States 
is another field that Canada would like 
to enter. 

Newsprint, pulpwood and pulp now 
account for about two thirds of Canada’s 
exports to the United States. Since Ca- 
nadian mills are working at capacity, 
there is little hope of increasing exports 
of these products. What Canada wants to 
do is to process some of these products 
into higher-priced items for sale in the 
United States. 

Newsprint, pulpwood and pulp enter 
the United States duty free. U.S. mills 
make much of the pulpwood and pulp 
into fine papers, while a tariff keeps out 
fine papers from Canada. 

If Canada could substitute fine papers 
for part of its pulpwood and pulp exports, 
its dollar income would be increased. Re- 
duction or removal of the tariff by the 
U.S. Congress would be necessary, how- 
ever. 

Parliament's approval of the Govern- 
ment’s program is likely. But the controls 
are not popular. The Government, there- 
fore, is to relax them as quickly as con- 
ditions will permit. How soon that will be 
is to depend on the Marshall Plan and on 
Canada’s ability to increase exports to 
the United States. 
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BRIGHT SPOT FOR BRITONS: 
RISE IN COAL PRODUCTION 





Reported from LONDON 


Great Britain’s coal mines are 
in sight of their 1947 production 
target of 200 million tons. 

Weekly output has _ been 
pushed past the critical mark of 
four million tons for the first sus- 
tained period since the end of 
the war. 

But the coal miners must 
boost production even higher 
during the remainder of 1947 if 
they are to reach the goal. 


o 0 0 


@ Full significance of a victory in 
Great Britain’s coal production drive 
is that success would be felt in every 
aspect of the country’s hard-pressed 
business life. The spurt in the coal in- 
dustry is being watched with the ut- 
most interest by all Britons. 

It means that coal mining, the key to 
the entire economy of the country, is 
finally demonstrating its ability to come 
back on something like the scale Britain 
needs. 

It means that other industries, depend- 
ent on coal, should start to show a com- 
parable improvement. 

It means that Britain can enter the 
winter months with a stockpile of coal 
reserves at least 50 per cent larger than 
1946’s inadequate supplies, which dwin- 
dled rapidly during last winter's crisis. 

It holds out the promise that, if present 

output is maintained, Britain can resume 
exports of coal in 1948. Ten million tons 
or more a year could be sent into West- 
ern Europe. British coal is of vital im- 
portance to the successful progress of 
the Marshall Plan. 
@ The year-end spurt the coal industry 
is putting on has to make up for tonnage 
lost earlier. Production was cut during 
the early spring because of weather, in 
midyear because of regular vacations and 
holidays, and in late summer because of 
strikes in Yorkshire and Scotland. The 
lost tonnage is being made up in the fol- 
lowing ways: 
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Longer hours are being worked by the 
miners. On a 5-day, 35-hour week since 
May 1, they have voluntarily put in the 
equivalent of another half day of work 
each. week since November 1. 

Production per man-shift has increased. 
In pits newly equipped with the latest 
machinery, the output is up as much as 
60: per cent over last year. 

More man power is available. In re- 
cent weeks, some 27,000 recruits have 
joined the labor force. 

Absenteeism has dropped sharply to 
about half what it was in the earlier 
months of the year. 

Mechanization is being pushed. Thus 
far this year, some 100 mines have been 
provided . with the latest equipment. 
Others are to get new machinery before 
January. 

New techniques are being employed. 
Britain, wherever practicable, has started 
to adapt American methods to its own 
mines. 

@ For the Labor Government, which 
took over ownership of the mines last 
New Year's Day, the possibility of achiev- 


BRITAIN'S COAL PROBLEM 


ing this year’s coal target is a welcome 
prospect. 

The Laborites are under increasing at- 
tack for their program of socializing in- 
dustries, and therefore could capitalize 
on realization of the 200-million-ton 
quota. Success in the coal drive would 
give them opportunity to reply that the 
first installment of their program was 
yielding the desired increase in produc- 
tion, most spectacularly in the mines be- 
ing modernized. 

@ Big question at the moment is whether 

the coal industry can maintain the pro- 
duction rate required for the next few 
weeks to achieve the 1947 goal. 

Current production is running some- 

what under 4,300,000 tons a week. The 
miners, to make the target, must boost it 
to almost 4,500,000 tons. That rate would 
exceed the weekly average for any year 
since 1937, and experts are somewhat 
doubtful that it can be attained. They 
expect the miners to fall short of the goal, 
but not by very much. 
@ Consolation price for Britain, if the 
miners do fall short, is the production 
rate that the industry has built up to start 
the new year. 

Even if the pits average no better than 
4,300,000 tons a week for the rest of 
1947, miners are proving themselves able 
to deliver at the rate of about 220 million 
tons a year in 1948. Unpredictable fac- 
tors may reduce that total, but there is 
no doubt at the moment that Britain is 
feeling better about its ability to produce 
the 214 million tons hoped for next year. 


Production target for 1947 .. 200,000,000 tons 
Total production to Nov. 15 .. 172,300,000 tons 


Gap to be closed by Dec. 31 .. 


2,998 400 tons 


Worst week 
this year 


(Apr. 7-12) (Nov. 


B ¢ 
4258,200 tons 


Best week 


this year 
10-15) 








27,700,000 tons 


4 467,747 tons 


Weekly goal 
required if 
target is to 


be reached 
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EASTERN EUROPE’S INABILITY 





TO HELP WEST RECOVER 


Reported from PRAGUE, WARSAW and WASHINGTON 


The countries of Western 
Europe are going to have to look 
elsewhere in 1948 for much of 
the recovery goods they hoped 
to get from their Eastern neigh- 
bors. 

Eastern Europe will not be 
able to supply such important 
materials as coal, grains and tim- 
ber in anything like the quanti- 
ties needed by the 16 nations in 
the Marshall Plan. 

The United States will be 
asked to fill a big part of the gap. 
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Supplies from Eastern Europe play 
a large part in Western Europe’s plans 
for recovery, but hopes are not to be 
realized. The countries close to Rus- 
sia's borders have lost much of their 
ability to export. 

An analysis by World Report’s eco- 
nomic staff shows this prospect for 
next year: 

@ Grains. Western Europe cannot count 
on any sizable amounts of grain from the 
countries in the Soviet sphere during 
1948. 

Crop failures reported in Czechoslo- 
vakian and Polish dispatches mean that 
those two countries will take most of the 
corn surplus of Romania and Yugoslavia, 
estimated at about 30 million bushels. 
Russia has promised to add 26 million 
bushels of grain to help make up the 
deficit for its neighbors. 

Even under normal crop conditions in 
the future, the Danubian countries will 
not be able to reach their average pre- 
war exports of 117 million bushels of 
grain a year. Populations are increasing at 
the same time that the splitting up of 
large estates is cutting yields. By 1950, 
if crop conditions are normal, 66 million 
bushels may be available for shipment 
to the West. That is about half the aver- 
age before the war. 

@ Coal. Poland now is Europe's largest 
exporter of coal, but most of the exports 


go to Russia and Southeastern Europe. 
About seven and one-half million metric 
tons will be delivered to Western Europe 
this year. 

The Poles promise to increase these ex- 
ports to 16 million tons next year, 24 mil- 
lion in 1949 and 30 million in 1950. But 
they have to get urgently needed mine 
equipment to make good on the promise. 

Some Polish mines are operating now 

only by using up old equipment. Informa- 
tion in Warsaw is that shutdowns will 
come next year if new equipment fails 
to arrive. When Polish coal output falls 
off, Eastern European customers will get 
priority on exports. 
@ Lumber. In 1948, Western Europe 
will get no more than 8 per cent of the 
timber she used to import from the 
Eastern countries, including Russia. 

Russia’s inability to ship lumber is the 
main reason for a shortage that may pre- 
vent the building of about 700,000 
dwellings in Western Europe and cur- 
tail production in many industries that 
rely on timber. Russian reconstruction 
requirements are tremendous, but the 
country’s own production in 1946 was 
only about half of what it averaged 
before the war. 

Even though the Soviet Union has 
taken over the rich forest lands of the 
Baltic states and Eastern Poland, and is 
importing lumber on reparations account 
from Finland and Romania, there will 
be virtually no Russian lumber exports 
from the Baltic Sea area, formerly the 
major source. 

Poland, because of the loss of wood- 
lands to Russia, has turned from export- 
ing to importing lumber. 

Romania will be able to export only a 
third of its prewar quantity since trans- 
portation, labor and food for lumberjacks 
is lacking. 

Yugoslavia is expected to reach half the 
1937 level of exports. The nation’s Five- 
Year Plan, however, calls for less timber 
cutting and higher consumption. 

Finland, normally a big exporter of 
timber, is crippled by reparations and the 
loss of forests to Russia. For the next two 
years, export capacity will be held down 
to 41 per cent of prewar. 

@ The Marshall Plan countries will fall 
far short of filling their lumber require- 


SUPPLIES IN SHARP DEMAND 
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NORTH DAKOTA GRAIN 


Eastern Europe eats all it harvested 
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WEST VIRGINIA COAL 
Polish fuel goes to neighbors first . 


—~Acme 


CANADIAN LUMBER 
Shipping is short for Russia‘’s surplus 


ments, even with heavy overcutting of 
their own forests and large imports from 
the United States and Canada. 

Western Europe, with more people to 
feed, has to count on permanently larger 
imports of grain from America because 
of changed conditions in the East. 

Coal from the United States will be 
needed in larger amounts and for a 
longer period than now contemplated. 
@ It all adds up to greater dependence 
on American supplies to carry out the 
recovery program for Western Europe as 
envisaged by the Paris conference of the 
Marshall Plan countries. 
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TAX SQUEEZE ON BUSINESSMEN IN ITALY 


Italy is in the midst of a high- 
tax campaign deliberately in- 
tended to “soak the rich.” 

An anti-Communist Govern- 
ment is trying to qualify for new 
aid from the U.S. by seizing pri- 
vate capital and collecting taxes 
previously evaded by most Ital- 
ians. Tax revenue is soaring. 

The tax squeeze is hurting 
Government supporters. But poor 
Italians are pleased. Communists 
are losing votes. And the Govern- 
ment is gaining strength to resist 
Communist violence. 
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@ Italy's need for American aid is 
leading an anti-Communist Govern- 
ment to take drastic steps toward sta- 
bilizing the country’s finances. 

A house cleaning of the Govern- 
ment’s own finances is under way. 
What is more, Italian industrialists, 
businessmen, investors, capitalists and 
farmers, who are the main supporters 
of the Government, are being forced 
to pay the bill through taxation. 

A capital levy is taking 60 per cent of 
the fortunes of millionaires. It ranges 
down to 6 per cent on holdings of $8,750. 
What's left in income is taxed up to 75 
per cent. Tax collectors, backed up by 
police, are going into farm districts and 
bank vaults to get taxes hitherto evaded. 

John W. Mowinckel, World Report 
staff correspondent, gives this analysis 
of Italy’s tax problem in a dispatch from 
Rome: 


A stable currency in Italy depends 


largely on the Government’s ability to 
stand by its pledge to live on its own 
resources without printing more paper 
money. This promise already has helped 
strengthen the lira. Last April, lire sold 
at 900 to the U.S. dollar, but now 600 
lire will buy a dollar on the free market. 

A balanced budget for the Government 
is still only a hope for the future. But 
Luigi Einaudi, Budget Minister, expects 
to cut down the deficit from last year’s 
$1,740,000,000 to $860 million this year. 
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Reported from ROME 


Drastic economies have not enabled 
the Government to keep up with infla- 
tion. 

Einaudis new budget for the fiscal 

year to next July calls for $3 billion worth 
of Government spending. That’s $148 
million more than last year’s expenses. 
Thus, Einaudi has been forced to seek 
means of boosting income. 
@ The tax squeeze began last March 
when Einaudi announced his new tax pro- 
gram. Before that date, tax collections 
climbed slowly from $37,300,000 in Jan- 
uary 1946 to $78 million. But the increase 
is based on the official exchange rate of 
350 lire to the dollar. Purchasing power 
of the lire collected in March was in fact 
only 30 per cent more than at the begin- 
ning of 1946. 

Extraordinary taxes now in effect are 
simply levies on capital. 

First of these taxes is calculated to 


raise $1,700,000,000 worth of new 
money for the Government during the 
next six years. It requires Italians with 
net property worth over $8,750 to sur- 
render a portion of it to the Government. 
The rate rises from 6 per cent to a top 
of 61.61 per cent. 

Italians with property worth $350,000, 
for example, must hand over $63,000 to 
the Government. They can do it immedi- 
ately and get a discount of from 8 to 14 
per cent, or they can pay the full amount 
over a period of six years. 

Many rich Italians say that the Gov- 
ernment is killing the goose that lays 
Italy’s golden eggs. Wealthy industrialists 
with factories built up under the Fascist 
program for self-sufficiency are particu- 
larly irate for Einaudi plans to force 
them out of business by concentrating 
on essential goods, including exports. But 
many of Italy’s industrialists, worried by 
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the rise of communism, are paying up 
without protest. 

In addition, wealthy Italians with un- 
earned incomes are subject to an income 
surtax of 4 per cent. Eventually this tax 
is to replace the ordinary property tax, 
but for the last half of this year Italians 
are subject to both taxes. 

A corporate levy is to take 4 per cent 
of the total value of all companies and 
corporations as quoted on the stock ex- 
changes on March 31, 1947. Government 
and independent experts are to determine 
the value of companies not listed on the 
exchanges. Yield from this tax is expected 
to be about $200 million. 

Income taxes are being revised. 
Wealthy families who paid big taxes in 
prewar days now are destitute. Italy’s 
new millionaires, enriched by war profits 
and the black market, are evading taxes. 
Pending completion of revision, the Gov- 
ernment is collecting two income taxes. 
One, which permits no deductions, 
ranges from 4 per cent for workers to 
25 per cent for those in the top income 
brackets. Another, under which personal 
deductions may be made, ranges from 
2 per cent on taxable incomes of $200 a 
year to 20 per cent on taxable incomes of 
$3,000. Many Italians pay both taxes. 

Inheritance taxes now start at 10 per 
cent on small estates and rise to 80 per 
cent on estates left by the wealthy. 

Indirect taxes, major source of the 
Government's income, touch almost 
everything the Italian buys. Taxes on 
manufactured goods are collected before 
they leave the factory. But capital taxes 
and other pressures on production are 
expected to cut down the state’s income 
from these sources. 

Political taxes, imposed immediately 

after the war as penalties on lialians 
who made money in the Fascist regime 
through official favors, were so difficult 
to assess and collect that most have been 
‘abolished. War-profit taxes were abol- 
ished in 1946, but replaced by a decree 
permitting the Government to confiscate 
the profits of war profiteers and biack 
market operators. 
@ Net result of Einaudi’s tax campaign 
will be clear only in 1948, when Italy 
hopes to have a stabilized lira backed by 
dollar aid from the United States. 

Rising income of the Government has 
reached $163 million a month from $78 
million last April. 

Rising prestige of the non-Communist 
Government is facilitating tax collections. 
Tax evasion, which was so widespread 
after the war. that the Government could 
collect only about 50 per cent of the 
taxes due, is diminishing. 

Communist decline in public favor has 
led Communists to resort to strikes, riots 
and disorders as a means of harrying the 
Government. Question now is whether 
the Government is strong enough to put 
through its stabilization program and 
keep order despite the Communists. 
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HOW ITALIANS DODGE TAXES | 


Income Percentage 
Type of income | Tax of 


tax evaded 
Industrial wages ts 20% 
White collar wages 10% i 
Government payrolls | 0 
Professional fees 50% 
Farm earnings 60 % 


Income from property 60% 
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BLACK MARKET IN ROME 


The tax collector wants to meet the big operators 
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SIGNS OF LOWER PRICES 
FOR ARGENTINE GRAINS 





Reported from BUENOS AIRES 


Argentina is starting to relax 
its high-price policy on grain 
exports. 

In one deal, corn already has 
been sold at the prevailing world 
price. Wheat may be next. 

The need for U.S. dollars and 
machinery is prompting the 


change. 
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The Argentine Government is on 
record as willing to cut grain prices 
to world levels, provided the U. S. will 
assure early delivery, at normal prices, 
of supplies and equipment for Argen- 
tine transportation and industry. 

This position has been set forth by 
Miguel Miranda, chairman of the Na- 
tional Economic Council and right-hand 
man of President Juan D. Peron in eco- 
nomic affairs. 

@ Argentina wants a wide variety of 
equipment to use in improving transpor- 
tation facilities and in developing the 
country economically. 

Miranda complains that Argentina has 
had to pay “black market” prices. for 
equipment purchased in the United 
States. U.S. officials in Washington 





ARGENTINA NEEDS THESE TUGS 


concede that the Argentine Government 
probably has paid excessive prices for 
some items. But these instances have 
been caused by Argentina’s willingness 
to pay a premium to get quick delivery. 

Absence of controls over commerce 

and industry limits the ability of the 
U.S. Government to promise quick de- 
liveries at market prices. Argentina will 
have to wait in line with other buyers to 
get most of the things it wants without 
paying a premium. But there is another 
factor in the situation that may influence 
the Argentine Government to change its 
policies on export prices. 
@ Argentina needs dollars. Most of Ar- 
gentina’s exports are based on credit, 
barter or on soft currencies. The Perén 
Government has drawn heavily on its 
dollar resources to buy the U. S.-owned 
telephone system, to purchase materials 
and equipment in the United States and 
to retire dollar bonds. 

Much of what Argentina needs for 
transportation improvement and for its 
Five-Year Plan must come from the 
United States. And sellers want to be 
paid in dollars. The easiest way for 


other countries to get dollars is to sell to 
the United States. That means selling at 
prices close to world levels. 

@ An agreement to sell corn was con- 
cluded recently between Argentina and a 
purchasing mission of the U.S. Army. 


~—Todd Shipyards 


But sellers in the United States want to be paid with dollars 
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THE U.S. NEEDS THIS CORN 
When price goes down, dollars come in 





The deal covered 25,500 tons, to be used 
in occupied areas. Payment is to be in 
dollars. And the price Argentina charged 
is about equal to quotations in the 
United States. 

Further purchases of Argentine corn 
by the U.S. Army are not planned now. 
The deal just closed exhausted the allo- 
cation of funds for buying corn in South 
America. Furthermore, the Army wants 
to see how well Argentine corn will with- 
stand shipping across the equator. But 
the Argentine Government has indicated 
that, if the Army wants to buy more, 
plenty will be available at similar prices, 
in exchange for dollars. 

Extension of the price shift to include 
wheat is viewed as a definite possibility 
by trade experts in both Buenos Aires 
and Washington. What may happen is 
this: 

The United States may guarantee to 
pay the world price, in dollars, for all 
the wheat Argentina can spare after 
meeting minimum commitments to other 
countries. Purchases would be shipped 
to Europe under the Marshall Plan. 

Argentina, under the terms of its agree- 
ments with most other countries, would 
have to give those countries the benefit 
of the price quoted to the United States. 

How much of a cut in profits this 
would mean to the Argentine Govern- 
ment cannot be determined, for the Gov- 
ernment usually has not disclosed the 
prices it charges. Some quotations actu- 
ally have been well over $4 a bushel. It 
is possible, however, that these are iso- 
lated cases; the bulk of Argentine wheat 
may be selling below $4. 

World prices, meanwhile, are moving 
up to the point where Argentina might 
not lose much by accepting them and 
getting dollars for part of its crop. 

How far Argentina will go in meeting 
world prices is not yet apparent. But the 
corn deal apparently is a sign. Argentina 
wants dollars and may be willing to 
modify price policies drastically to get 
them. 
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EFFECT OF ADVERTISING LEVY 
ON BRITAIN’S PRODUCERS 


Reported from LONDON 


Great Britain’s Labor Govern- 
ment is trying to discourage the 
demand for domestic goods by 
putting a heavy tax on advertis- 
ing. 

Businessmen fear, however, 
that the levy—coupled with high- 
er sales taxes—will penalize new 
products and industries. 

Small businesses and new en- 
terprises will be hit the hardest. 


oo °O 


@ Tax on British advertising, un- 
precedented in that country, will put 
a levy of between 25 and 30 per cent 
on most advertising budgets in the fu- 
ture. The rate is much heavier than 
that on betting. 

The new “crisis budget” ends the com- 
plete exemption that advertising has re- 
ceived as a legitimate business expense. 
Henceforth, only half the money spent 
for advertising is to be tax free. The other 
half is subject to a levy of between 50 
and 60 per cent. This is equivalent to 
a tax of between 25 and 30 per cent on 
the total advertising budget. In contrast, 
only a 10 per cent tax is imposed on 
betting at dog races, or in football pools. 

Charles Kline, associate editor of World 
Report in London, supplies the following 
analysis of the Government's reasoning 
on the tax: 

“The Socialist philosophy of the Labor 
Government frowns on advertising as 
such,” he reports. “There never has been 
any official acceptance of industry’s claim 
that advertising increases sales volume, 
thus cutting a product’s cost and even- 
tually saving money for the consumer. 
Top Government officials still hold to the 
doctrinaire belief of socialism that adver- 
tising costs are just passed along to con- 
sumers in the form of higher prices.” 

@ Tax formula adopted by the Govern- 
ment hits almost exclusively at commer- 
cial advertising for home consumption. It 
applies to newspapers, magazines, bill- 
boards, films and other media. The Gov- 
ernment expects it to yield $40 million a 


year. The program exempts British adver- 
tising overseas, advertising at home de- 
signed to increase exports and advertising 
in trade or technical journals. 

Expenditures for advertising in Britain 
currently are estimated at about $240 
million a year. Half that amount is to be 
automatically exempt from taxation under 
the new program. Other exemptions make 
another $40 million to $60 million im- 
mune. Most of the anticipated reve- 
nue is to be extracted from the average 
advertiser. 

Big advertisers are expected to go 
ahead without curtailing their programs. 

“With smaller firms,” Kline says, “it is 
going to be a different story. They feel 
that the new tax penalizes business initia- 
tive and ingenuity. They see it discourag- 
ing manufacturers seeking to test new 
lines, or new industries out to establish a 
market for their products. 

“The business community,” Kline con- 
tinues, “particularly resents the fact that 
the advertising tax was introduced in the 
same special budget that boosted sales 
taxes from 12% to as much as 100 per 
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THE GOVERNMENT ADVERTISES TO SELL AUSTERITY 







Were up against it/ 


cent. Businessmen contend that the de- 
terrent of higher sales taxes makes adver- 
tising all the more essential if the result- 
ant buyer resistance is to be overcome 
so that merchants can continue to dis- 
pose of their stocks.” 

Effect of the advertising tax on publi- 
cations is not yet easy to judge. Because 
of the paper shortage, the larger news- 
papers have not had space to accommo- 
date all who would like to advertise. 

Smaller newspapers have been attract- 

ing the advertisers who could not find 
space in the larger journals. The antici- 
pated reduction in spending by such 
advertisers is going to hit the little papers 
first. 
@ Ironic feature of the advertising tax 
is that it is being imposed by a Govern- 
ment that, at the moment, probably is the 
largest single advertiser in the British 
Isles. Despite its disapproval of most 
private advertising, the Labor Govern- 
ment currently is spending some $12 
million a year to publicize its policies and 
appeal for support through newspaper 
displays, billboards and other media. 

The future policy on official advertis- 
ing is yet to be announced, but no one 
expects the Government to abandon its 
campaign. Businessmen are asking how 
the Government can justify its own tax- 
exempt advertising in the future when 
it is taxing private advertisers for the 
avowed purpose of discouraging “a seri- 
ous waste of money and labor and ma- 
terial.” 
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But British business is taxed heavily for advertising its products 
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Reported from 


Palestine’s Jews and Arabs are 
getting ready to partition the 
Holy Land themselves. 

The United Nations vote on 
partitioning has touched off a 
struggle between the two rival 
groups to establish supremacy in 
the parts of the country they 
hold, now that it is clear neither 
can get the whole of Palestine. 
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@ A divided Palestine, whether or- 
dered by the United Nations or staked 
out locally by force, would require 
financial help from the rest of the 
world for years to come. The Jews 
cannot carry out development plans 
without gifts and loans from abroad. 
The Arabs, in turn, need financial help 
from their neighbors. 
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HAIFA: ARAB QUARTER 


Arabs own most of the real estate but few of the resources 
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The uneven division of the country’s 
resources shows up in a United Nations 
plan for partitioning. That proposal, 
drawn up by neutrals, is the basis for the 
latest moves by Arabs and Jews to get an 
economic foothold in the territory. Here 
is what the U. N. plan provides: 

Population is split almost evenly be- 
tween the two proposed states. The Jew- 
ish state would have a population of 
835,000 persons, the Arab state 805,000, 
including the all-Arab town of Jaffa, at 
first allotted to the Jews. 


A minority of 337,000 Arabs, however, 


would be left in the proposed Jewish com- 
munity. Of the 10 administrative districts 
of Palestine that go to the Jews, nine have 
clear majorities of Arabs. The exception 
is the Jaffa subdistrict, which contains the 
largest Jewish city of Tel Aviv. 

The Jewish minority in the proposed 
Arab state would amount to 10,000 in a 
total population of 805,000. 

Land area is evenly divided. 

Jews and Arabs each get about half 
of Palestine’s total territory. Last-minute 
changes in the partition plan give the 
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SPLIT-UP OF WEALTH IN A DIVIDED HOLY LAND 


JERUSALEM, WASHINGTON and NEW YORK 


Arabs two large sections of the Negeb, 
the southern desert area that the Jews 
are colonizing. 

Land ownership, however, is pre- 
dominantly Arab, in the Jewish territory 
as well as in the Arab state. 

In no. administrative district of Pal- 
estine do Jews own more than 39 per 
cent of the Jand. 

The best farmland lies mainly in the 
Jewish state. 

In general, the Jewish state acquires 
the coastal plains and inland valleys that 
Jewish colonists have irrigated during 
the last 30 years. The Arab state receives 
the uplands, where the soil is rocky and 
broken by hills. 

Citrus orchards, which supply Pales- 
tine’s main export crop, are for the most 
part in the Jewish state, although about 
half the citrus area is owned by Arabs. 

Industry is centered in Jewish territory. 
Most of Palestine’s modern factories have 
been developed by Jewish capital. 

Information in Jerusalem shows that 
five sixths of industrial workers in Pales- 
tine work for Jewish enterprises, which 
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HAIFA: JEWISH QUARTER 


Money from abroad can carry on this transformation 
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TRADITIONAL 


The Arab community has few factories, many handicrafts 


are concentrated around the cities of Tel 
Aviv and Haifa. The Arab state contains 
a few textile factories, a soap factory, 
i match factory, some plants for process- 
ing Olive oil, and the traditional Arab 
handicraft industries. Palestine’s main 
manufacturing plants—diamond _ polish- 
ing, textiles, chemicals, food packing, 
metal works and electrical goods—are in 
the Jewish state. 

The best ports are in the Jewish state. 

Haifa, Palestine’s only mocern port, 
handled 62 per cent of the country’s ton- 
nage before the war. It is in Jewish terri- 
tory. Tel Aviv, also in the Jewish state, 
handled 15 per cent of prewar tonnage. 
The Arabs receive Jaffa, a lighterage port 
with no dockage for large ships. Jaffa 
handled 20 per cent of prewar tonnage. 
Arabs also get Acte and Gaza, both small 
and undeveloped. 

Chemical resources of the Dead Sea are 
divided. Arabs get the northern part of 
the Sea, with potash works close to good 
roads and railroads. Jews get the south- 
ern part, with newer chemical equipment 
but remote from transportation. The com- 
pany that exploits the Dead Sea minerals 
is owned by Jewish capital. 

Water power of Palestine comes from 
plants in the Jewish state. 

Oil-burning power plants also are lo- 
cated in the Jewish area, using fuel from 
the Iraq pipe line terminating at Haifa. 

Roads and railroads are to be run 
jointly by the two communities. Most of 
the roadbeds are in Jewish Palestine. 
@ Revenues of the Jewish state will be 
much higher than those of the Arab state, 
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but the Jews will help support the Arab 
Government. The Jewish state—if it ex- 
isted this year—would have a deficit of 
$14 million. The Arab state would have a 
deficit of $30 million. 

Under partitioning, the Arabs are 
promised half the customs revenues of 
both countries. Since Jews bring in most 
of Palestine’s imports, this amounts to 
a Jewish subsidy to the Arab state. The 
Jews do not object to this formula, but 
want a ceiling of $16 million a year on 
the amount the Arabs would get from the 
joint customs. Even this would amount 
to 45 per cent of the estimated total an- 
nual revenues of the Jewish state. 

Jewish plans, set forth in New York 
and Washington, call for settling 150,000 
immigrants in Jewish Palestine during 
the next two years. With these new citi- 
zens will come large quantities of capital 
equipment, since the Jews figure it takes 
about $2,500 worth of capital goods to 
establish each new settler. All this im- 
ported equipment will have to pay cus- 
toms duty. The Jews hope to lower 
Palestine’s tariffs, which now average 
about 20 per cent. The issue is likely to 
become a point of contention between 
the Jews and Arabs. Under the partition 
plan, a U.N. commission has final say on 
customs duties for the Holy Land. 

In world trade, the Jewish state will 
carry a heavy deficit, perhaps perma- 
nently. 

Arab farmers of Palestine are largely 
self-supporting. The Jews, on the other 
hand, import large quantities of equip- 
ment and raw materials. 
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The Jewish community has developed Palestine’s factories 


Normally, Palestine’s imports have 
been about three times as large as ex- 
ports, owing chiefly to development of 
the Jewish areas. 

An Arab cash surplus in the early years 
of partition is a possibility. Arabs will get 
at least $16 million a year from the joint 
customs. In addition, some Arabs now 
living in what is to become Jewish terri- 
tory are expected to sell farmland to 
Jews at high prices. Arabs in Palestine 
traditionally sell Palestinian Jews more 
than they buy. Total revenue for the 
Arabs from such sources may amount to 
$20 million a year. 

The Arabs may, as a matter of fact, be- 
come rich in gold and in hard currencies 
such as dollars. Jewish planners propose 
to settle debts to the Arab state in hard 
currency. 

The Jewish state faces a perpetual 
deficit, to be made up by contributions 
from abroad. 

The cost of bringing in 150,000 immi- 
grants is figured at $400 million. Only 10 
per cent of that sum can be raised inside 
Palestine. The balance of the money must 
come from contributions, mainly from 
America, and perhaps from international 
loans. 

During five wartime years, Jewish na- 
tional institutions in Palestine received 
income from contributions and _ other 
sources of $62 million—about $12 million 
a year. 

A Jewish state, paying a subsidy to the 
Arabs and bringing in thousands of immi- 
grants, will have to receive greater sup- 
port from abroad than ever before. 


DECEMBER 2, 1947 ¢ 19 











Report on Yugoslavia 


BEHIND MARSHAL TITO’S IRON CURTAIN 


Marshal Tito is drawing the 
Iron Curtain tighter around 
Yugoslavia to hide the progress 
and position of his Communist 
rule. The flow of news recently 
has been curtailed further by 
the expulsion of two American 
correspondents from the coun- 
try. Only four newsmen repre- 
senting Western nations are 
now left in Belgrade, and their 
opportunities for getting at 
facts are sharply restricted. 

In what follows, World Re port 
presents an uncensored report 
on the current situation in Yugo- 
slavia, with special attention to 
the Government's activities and 
policies. 
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§ panes IS A JOKE currently circulat- 
ing in Yugoslavia that 95 per cent 
of the people are for Marshal Tito—5 
per cent for Tito and 90 per cent for 
Marshall, the U. S. Secretary of State. 

However amusing the joke may be for 
some Yugoslavs, it conveys a misleading 
impression on conditions in the country. 
As with so many things about Yugo- 
slavia today, the extent of Tito’s popu- 
larity cannot be easily defined. 

In appraising the present situation, 
authorities on the country believe that 
the worsening of relations between 
Belgrade and the Western nations has 
tended to give the outside world an 
unrealistic idea of what is going on. 

Specifically, they cite as an example 
the West's failure to recognize the very 
substantial progress Yugoslavia has 
made in reconstruction. The effort is 
far more energetic than that displayed 
in the war-ravaged areas of Greece and 
certain Western countries. And the re- 
covery of Yugoslav economy is impor- 
tant to the rest of the Continent. Some 
of the Marshall Plan goals are based on 
the resumption of.trade with Eastern 
Europe. 


In the political field, likewise, experts 
suspect a lack of proper understanding 
on many points. They feel that few out- 
siders realize the almost fanatical enmity 
which the ruling clique has for the 
United States, or how U.S. mistakes 
have furthered Tito’s aims. Consider- 
able misinformation also appears to 
exist on the character and extent of 
Yugoslav support for Tito. 

Finally, people in Western nations 
have not yet realized that Yugoslav 
communism is different in several im- 
portant respects from Soviet commu- 
nism. And these differences, when con- 
sidered with Yugoslav national traits, 
may well determine the nation’s course 
in the future. 

The progress Yugoslavia has made 
toward restoring the devastated country 
stands out as the No. 1 constructive 
achievement of Marshal Tito’s rule. 

By the time the war ended, few 
houses had escaped damage or destruc- 
tion. Belgrade had been blasted by 
bombs. Throughout the nation, almost 
all bridges had been knocked out. High- 
ways had been ripped up. The railway 
system had been wrecked. 

Now, with few exceptions, housing 
has been repaired or rebuilt. This is 
often makeshift and modest, but it has 
been done. The bomb havoc in Belgrade 
has been largely remedied. Bridges are 
back in service, often rickety and show- 
ing evidence of improvisation, but in use 
nevertheless. Most of the roads are open. 
And the railroads are operating again, 
patched up somehow with material from 
war wreckage. 

Because of Government secretiveness, 
it is difficult to obtain exact figures on 
the recovery of Yugoslav industry. But 
it is possible that about 75 per cent of 
the old output has been restored. 

A feverish zeal has gone into the re- 
building program. It is true that some of 
the labor is driven by the force of a 
police state. But the farmers are left 
pretty much to themselves. And _bri- 
gades of students work willingly for the 
Government without pay. The com- 
petitive enthusiasm they show at their 
tasks indicates the success the Com- 
munists have had in _ indoctrinating 
Yugoslav youth. 

There is no mystery in Yugoslavia 
about Tito’s success in obtaining co- 





operation, some _ enthusiastic, some 
passive and some forced. The loyalty of 
party zealots is obvious. As for the rest 
of the population, its attitude is influ- 
enced by the fact that for generations 
the Yugoslavs have had regimes that 
were dictatorial and indifferent to in- 
dividual rights. A secret police is not 
new. All this works to Tito’s advantage. 


Distrust of Tito 


How much genuine support exists for 
Tito is difficult to gauge. There is evi- 
dence that large sections of the popula- 
tion mistrust him and are doubtful about 
the future of his regime. Dissatisfaction, 
however, has not reached the point of 
open resistance. The people have been 
going along, despite any discontent and 
misgivings. 

Because of this situation, Tito has 
been able to do more than push his re- 
construction program. 

The Government has managed to 
communize more than 90 per cent of 
Yugoslavia’s economy. Only small farms 
and some city real estate remain in pri- 
vate ownership. Tito has replaced the 
old bureaucracy with his own followers 
and has eliminated opposition leaders. 
He has taken over the school system and 
created a formidable propaganda ma- 
chine in domestic affairs. 

Finally, he has launched the country 
on a Five-Year Plan of economic expan- 








HE BAITS THE U. S. 
But do his people go along? 
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sion. The ability to reach its goals has 
been seriously questioned by most ex- 
perts, but the plan is deliberately calcu- 
lated to challenge Yugoslavia’s ambi- 
tions and to appeal to the national pride. 


Feud With The West 
Why has Tito chosen to accompany 


' his ambitious economic program with a 
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bitter propaganda campaign against the 
West? The Five-Year Plan would stand 
a much better chance with help from the 
West. Nevertheless, Tito constantly as- 
sails those who could aid him. 

An important Yugoslav publicist, in 


' a recent conversation, tried to explain 
| the reasoning of his Government. He 


' said that it was of no consequence to 
_the United States what others say of it, 
_ because America is strong and wealthy. 
. He added, however, that many Yugo- 
' slavs attached great importance to what 
_ the United States might be saying about 
_ their country, and therefore Tito had to 


keep all critical comment from them. 

This explanation touches only one as- 
pect of the propaganda question, but it 
does indicate official concern over the 
prestige that the United States still re- 
tains in the country. 

There is a large amount of good will 
toward America among the people of 
Yugoslavia. Tito’s propaganda program 
has made some progress in reducing the 
high regard for things American, but ap- 
parently not as much as he would like. 

Some of the strongest propaganda has 
been based on mistakes and unnecessary 
incidents that have occurred in U.S. 
relations with Yugoslavia. Diplomatic 


_ officials say privately that the number of 


these occasions has been small in view 


_ of Tito’s policy of provocation, but 
_ Government propaganda has been able 


‘) 


to hammer away at them as affronts to 


, the national pride, a point on which all 
’ Yugoslavs are extremely sensitive. 


: 
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After a careful study of the propa- 
ganda policy and other evidence, one 
qualified expert reports he can reach 
only one conclusion. This is that the 
Communist leaders of the Yugoslav 
Government are obsessed with a single 
purpose—the downfall of America as the 
mainstay of the Western world. He 
claims that they will resort to any 
means to contribute to that end, and 
they already concede openly that war 
cannot be avoided. Tito is spending 
$270 million on the Army this year, or 


> 14 per cent of the national income. This 
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Student brigades work with zeal and without pay 


compares with the 6 per cent of the 
national income spent on the U.S. 
Army and Navy. 

The future pattern of events is not 
easy to forecast, but those who have 
been studying Yugoslavia at firsthand 
see important factors that may influence 
developments. 

One is that Yugoslavia’s history is 
marked by violent overturns of power. 

Another is that the Tito regime, un- 
like its Kremlin prototype, includes a 
substantial number of political moder- 
ates. They are not the top officials, but 
their influence cannot be ignored. And 
it is this element that is partly respon- 
sible for deep and strong crosscurrents in 
the Government today. Close students 
of Yugoslav politics believe that this ele- 
ment is well disposed toward the U. S. 


interference Resented 


Yugoslavs also traditionally resent and 
resist pressures from outside. It remains 
to be seen how the people will react 
when they become fully aware of the 
fact that it may be Russia—an outsider 
—that is issuing the orders and exerting 
the pressure upon the present Govern- 
ment. 


The idea is generally expressed that 
Yugoslavia is closely tied to Russia for 
the foreseeable future. After all, by this 
reasoning, the country is firmly behind 
the Iron Curtain and is within easy 
reach of the Soviet Army. But experts 
on Yugoslavia doubt that the public, 
once aroused, would be influenced by 
such considerations. They point out that 
the people risked the wrath of Austria- 
Hungary in World War I when their 
position was admittedly hopeless. In 
World War II, they stood up to Hitler 
when Germany was at the peak of its 
strength. Today the Government does 
not hesitate to bait the United States, 
one of the two strongest powers in the 
world. 

Because of this record, the Yugoslav 
people probably would not hesitate to 
talk back to Russia if they decided they 
were being pushed too far. 

How much of a role this nationalism 
may play in Yugoslavia’s future cannot 
be predicted. Neither can the ultimate 
effect of differences within the Govern- 
ment be forecast. As long as two such 
important question marks exist, Russia's 
leaders cannot be too certain about 
Yugoslavia’s enduring loyalty to the 
Soviet Union. 
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IMPACT OF REDUCED TARIFFS ON INDUSTRY 


Reported from GENEVA, WASHINGTON and PARIS 


American business is prepar- 
ing to take on more competition. 

Lowered tariff walls mean 
more United States imports. 

But a flood tide of imports is 
not expected, at least right now. 
Production bottlenecks in other 
countries prevent big shipments 
to the United States. 

Immediate effect of tariff cuts 
on the U.S. economy as a whole 
is to be minor. But long-range ef- 
fects could be serious for several 


industries. 
oo SO 


Other countries have their best 

chance in many years to broaden their 
foothold in the American market. 
@ U.S. tariff cuts will be made on 
products accounting for 22 per cent of 
all American imports in 1939, the last 
year of fairly normal trade. In addi- 
tion, duties on another 6 per cent of 
imports are bound at present rates. 
About 60 per cent of imports will con-. 
tinue duty free. Some of the biggest 
imports, such as coffee, natural rubber 
and newsprint, are on the free list. 

Over-all effect of the American agree- 

ments negotiated in the last seven months 
at Geneva with 15 other countries is to 
reduce import duties far below the levels 
of the Fordney-McCumber tariff of 1922 
and the Smoot-Hawley tariff of 1930. 
@ Impact of United States tariff cuts on 
American business will be widespread. 
Thousands of items are involved. But, for 
the next year or two, most businessmen 
do not expect much more competition 
from other countries. Demand for all kinds 
of goods is too strong and the expected 
level of imports is too low. 

In a few business lines, the effects of 
lower duties may be drastic. 

Here is the outlook for the major enter- 
prises affected: 

@ Woolgrowers will be hard hit. The 
wool duty is cut 25 per cent. This means 
that imports of wool will rise. Costs of 
American woolgrowers are high. They 
cannot compete on equal terms with im- 
ported wool. 
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But the U.S. Government probably 
will continue to support domestic wool 
prices for reasons of national security. 
America cannot be sure that it can get 
wool from Australia and other distant 
spots during a war. So, the Government 
will keep American wool production go- 
ing—at least on a reduced scale. 

Woolen and worsted imports are to 
benefit from tariff cuts of from 25 to more 
than 40 per cent. American manufac- 
turers in this field will feel these cuts. 
British and other woolens makers will 
now redouble efforts to capture a bigger 
share of the American market. 

Under the new tariff agreements, im- 
ports of woolens, however, cannot rise 
above 5 per cent of American output of 
woolens during 1945-47. Production dur- 
ing that period has been high and it is 
doubtful if imports can fill the quota for 
the next year or two. This quota, there- 
fore, does not provide much protection, 
in the eyes of American manufacturers. 

Other textiles also are granted tariff 
cuts. Linens, fine cottons, rayons, silk 
fabrics are among those affected. Ameri- 
can manufacturers in these lines gener- 
ally do not feel that lower duties will 
present any threat to them for some time 
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WEAVING BRITISH WOOL 
A chance to sell more to the rich U. S. 


to come. This attitude will change as 
textile exports from Italy, Germany, 
Japan and other low-cost producers in- 
crease. 

Farm products also are affected. Amer- 
ican farmers and ranchers may feel tariff 
cuts on live cattle, beef and veal, wheat, 
butter, cheese. The question is whether 
other countries will try to get dollars by 
shipping into America these products, 
which are so badly needed elsewhere. Im- 
ports from Canada and Argentina could 
be important. 

Sugar duty is lowered. Cuba is the 
chief beneficiary. With a large Cuban 
crop shaping up, American housewives 
probably will be able soon to buy sugar 
cheaper. U.S. sugar growers are assured 
a large portion of the American market. 

Forest products also are cut. Duties 
are halved on various types of softwood 
lumber. Canada, the chief supplier, will 
push exports to the United States. De- 
mand in the American building trades 
continues heavy. American lumbermen 
have trouble trying to meet present 
needs. 

Processed pulpboard, paperboard, ma- 
hogany, cigarette paper and carbon tissue 
also have duties reduced. 

Makers of Portland cement in America 
are concerned about the 50 per cent slash 
in import duty. Before the war, relatively 
small imports of Portland cement, chiefly 
from Belgium, tended to upset the U. S. 
price structure. But, right now, European 
cement manufacturers are hamstrung by 
fuel shortages. What’s more, reconstruc- 
tion needs in Europe are so large that 
any exports from the Continent will be 
small. 

Metals and minerals show big cuts in 
duties. This reflects the progressive de- 
pletion of reserves in the United States. 
The idea is to attract imports and thus 
preserve American resources for emer- 
gency use. 

Most mining interests are not too much 
disturbed by these reductions in import 
duties. They figure that metals and min- 
erals are so short all over the world that 
a flood of imports is unlikely. 

Duties are cut 50 per cent on copper, 
zinc, bauxite, aluminum, manganese. 
Smaller reductions are made on tungsten, 
high-grade mica, talc. These reductions 
will benefit mining countries, particularly 
in the Western Hemisphere and Asia. 

Raw, semifinished and alloy steels also 
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show tariff concessions. But few countries 
can spare steel for export now. 

Luxury imports into America probably 
will rise. The new tariff schedules are 
lower for jewelry, silverware, natural 
pearls, glassware, perfumery, fancy 
gloves, oriental rugs and other luxuries. 

Whisky, both Scotch and Canadian, 
may sell 20 cents cheaper a bottle, as a 
result of the tariff lowering. But bigger 
shipments of Scotch are not expected, 
since British stocks are low. 

Rum duty takes a cut. This helps the 
West Indies. 

Brandy and wines will enter the 
United States paying less duty. France 


will be the chief beneficiary and is likely . 


to send increasing quantities across the 
Atlantic. 

Most of the tariff reductions in lux- 
uries stir up little opposition. Most manu- 
facturers in these lines feel that the 
present demand of American consumers 
is so huge that both domestic and im- 
ported goods have equal opportunity for 
sales, duties or no duties. Later on, when 
the boom is off the American market, 
this feeling may change. 

@ The escape clause in the new tariff 
agreements may be used if the conces- 
sions granted work hardships on specific 


Tariff Cuts on U.S. Imports 


Typical reductions in the 


trade agreements 


new 
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industries. The U.S. President can set 
aside reductions in import duties if he is 
convinced that imports are seriously 
harming a particular industry. 

The woolgrowers may try to apply this 
clause soon. Other American industries 
are likely to wait and see how things work 
out under the new tariff. They regard the 
escape clause as their ace in the hole. 

Problems may arise when and if the 

escape clause is used. It is not unilateral. 
Other countries may also invoke it. If it 
were widely used, the tariff agreements 
would become meaningless. 
@ Benefits to other countries from the 
lowering of U.S. duties are unequal. 
Countries benefiting most are those whose 
normal exports to the United States are 
heavily concentrated in products now to 
enjoy American tariff cuts. 

Cuba is a major beneficiary. Three 
quarters of its exports to America are 
affected by the lower duties. Big items 
are sugar, tobacco, cigars, inedible mo- 
lasses and manganese. 

Chile, too, will benefit. Cuts in copper 
and manganese duties help that country. 
Copper accounts for more than two thirds 
of Chilean exports to the U. S. 

Czechoslovakia is helped by conces- 
sions in china, glassware, footwear. More 
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than half of its normal trade with America 
is affected by the new cuts. 

Australia, New Zealand and South Af- 
rica will get most out of the lowering of 
the wool duty. Wool is much the most 
important product in Australia’s trade 
with America. 

India and Pakistan are major benefici- 
aries in the agreements. The 50 per cent 
cut in jute burlap is the principal reason. 

France gets a big break, too. Almost 
half of its normal trade with the United 
States is included in tariffs cuts. Main 
items are wines, perfumes, textiles. 

Britain's benefits are largely in whisky, 
china and textiles of many kinds. 

Canada gains on many food products, 

whisky, aluminum, nickel, lumber. 
q) All in all, lower tariff walls for many 
U.S. imports mean much to other coun- 
tries. They have their best opportunity 
since early in the century to sell to the 
prosperous American market. 

The limiting factor now is to be their 
own productive ability. Dollar shortages 
make all possible sales to the U. S. imper- 
ative. But raw material shortages and 
needs at home are likely to hamper drives 
of these countries to push exports. Future 
benefits from U.S. tariff cuts will be 
greater than present ones. 
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USE OF RELIEF SUPPLIES 





TO STABILIZE CURRENCIES 


Reported from NEW YORK and WASHINGTON 


Under the Marshall Plan, 
American supplies may be used 
to help restore the buying power 
of some European currencies, 
still falling in value. 

The idea is that Europe's gov- 
ernments would sell to their own 
peoples food, fuel and fertilizer 
from the United States and then 
withdraw from circulation the 
cash taken in. 

The goal is to wipe out in oné 
year more than $3 billion worth 
of the spending money now chas- 
ing prices upward in an inflation- 
ary race after scarce goods. 


o 0 °O 


U.S. congressmen are giving seri- 
ous thought to the possibility of using 
shipments of basic commodities, un- 
der the Marshall Plan, as an indirect 
means of getting currency stabiliza- 
tion started in Europe. 

Whether the commodities are to go 
as gifts or are to be considered long- 
term loans, repayable after 20 years is 
to be decided by the Congress. Either 
way, deflationary action is possible. 

Primary purpose of the shipments of 
food, fuel and fertilizer is to prevent 
starvation, keep factories going and in- 
crease the crop yields of Europe’s farms. 
At the same time, however, it is sug- 
gested that such supplies be used as a 
monetary prop. 

@ The proposal, if adopted, would work 
this way: 

American commodities would be 
turned over to special corporations or 
agencies set up by European govern- 
ments. 

An American representative would be 
attached to each agency to check on the 
use of proceeds from sale of the com- 
modities. 

Money collected from the sale of 
American commodities would go to the 
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respective governments to be applied 
against debts they owe their central 
banks. The money, thus, would be taken 
out of circulation. 

The result would be to reduce infla- 
tionary pressures on the monetary sys- 
tems of those countries. As a contribu- 
tion to currency stability, it would help 
to fulfill one of the basic requirements 
for the success of the Marshall Plan. 

A precedent for the proposal is provid- 
ed by the operations of the United 
Nations Relief and Rehabilitation Ad- 
ministration. 

Governments that received UNRRA 
goods sold them to their citizens and 
were supposed to use the receipts for the 
governmental financial projects. 

Under the European Recovery Pro- 
gram now taking shape, governments 
receiving aid are expected to have their 
budgets in balance in order to get the 
maximum help. 

@ Fiscal reforms, in addition to bal- 
anced budgets, were pledged by the 
Paris Committee on European Economic 
Co-operation. Better collection of taxes, 
a halt to new issues of money and tight- 
ening of bank credit were promised. To 





EGG POWDER FOR EUROPE 
Will it nourish currencies? 


stabilize currencies, the Paris conference 
recommended a special $3 billion fund 
of gold and dollars. 

But most experts now think that Amer- 
ican aid in the form of actual commodi- 
ties holds more promise for currency 
stabilization than the suggested special 
fund. Under present conditions, there is 
danger that creation of such a fund—as 
an official admission that support was 
needed—would merely tend to under- 
mine further currencies already weak- 
ened by inflation and lagging production. 
@ Devaluation is considered inevitable 
in France and Italy, even if money sup- 
plies are shrunk by withdrawing pro- 
ceeds of the sale of American commodi- 
ties. But such action will give added 
strength to whatever new rates are fixed 
for the franc and the lira. 

Similar aid through government sale 
of U.S. supplies may be enough to pre- 
vent devaluation in Great Britain, Hol- 
land, Belgium, Denmark and Norway. 
With their production expanding rapidly, 
these countries may be able to surmount 
their present monetary difficulties. 

The French Government, which by the 
start of this year had borrowed 591 bil- 
lion francs from the Bank of France, now 
has increased its debt to the Bank to 
729 billion francs. 

France's money supply thus has been 
growing rapidly while strikes and short- 
ages of fuel and raw materials have been 
cutting production. 

Great Britain, on the other hand, is 
now planning $832 million of additional 
taxes to cut into its present excess of 
purchasing power, estimated at $2,400,- 
000,000. : 

With help from the United States and 
further curbs on inflationary pressures, 
Britain may be able to maintain the sta- 
bility of the pound. Currencies of the 
Low Countries and the Scandinavian na- 
tions are likely to follow the pound. 

For all Western Europe, the recovery 

program calls for an increase in pro- 
ductivity of 30 per cent in the four years. 
But even that will not be enough to bring 
back prewar standards of living or to ab- 
sorb excess purchasing power. 
@ The prospect is that the U.S. Con- 
gress will make it possible for shipments 
of food, fuel and fertilizer—either as 
outright gifts or as loans to be repaid 
in the distant future—to be used as im- 
mediate weapons against inflation. 

With such an approach, United States 
aid may be called on to perform the 
double task of meeting urgent needs in 
Europe and at the same time to start a 
process of currency stabilization essen- 
tial to the success of the entire recovery 
program. 
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Knotty problems are ahead in the Havana conference on world trade..... 

About 60 countries represented at Havana will try to complete the task 
Started by 17 countries at Geneva earlier this year. 

Rules for world trade drafted at Geneva left important blanks. 

No decisions were reached on these essentials: 

1. How will members of a world trade organization treat nonmembers? The 
U.S. wants to penalize them. For example, tariff cuts granted to members could 
be denied to nonmembers. Then, Czechoslovakia, hoping to be a member, would 
have to discriminate against Russia, a nonmember. That would be impossible po- 
litically. The United States will have to compromise. Otherwise, it’s a prac- 
tical certainty that the Russian satellites will decline membership. 

2. Voting in the International Trade Organization raises difficulties. Will 
each country have one vote or will voting be weighted according to population, 
Share of world trade or what? United States favors weighted voting, giving it 
more of a say. Many of the smaller countries want equal votes for everybody. 

5. Who will sit on the governing board of the ITO? Big countries want per- 
manent seats. Small countries want periodic election. 

These are more than academic matters. The ITO is expected to control the 
pattern of world trade in years to come. Use and removal of trade restrictions 
will be up to the ITO. Hence, the jockeying for power. 











Export subsidies are bound to come up again at Havana..... 

The United States will try to change the Geneva rules on these subsidies. 

The way things stand now, the American subsidy on cotton exports would be 
against the rules. This subsidy would have to be dropped after a period of grace. 

Unless a change on subsidies is made at Havana, the cotton bloc in the U.S. 
Congress may try to prevent approval of the World Trade Charter. 








Other countries at Havana also will raise some questions. 

Countries like India and China want to protect their growing industries. 
They would like more freedom of action than the Geneva rules now give then. 

Switzerland sees no advantage in joining the ITO. Most other countries, 
under the ITO rules, could block out imports from Switzerland. But the Swiss 
could do little -about it in return. Countries rich in foreign exchange, like 
Switzerland, the U.S. and Cuba, are barred from limiting imports. The Swiss don't 
like this one-way street. Their tariff already is far lower than the U.S. level. 

All in all, there are going to be lots of fireworks at Havana. It’s doubt- 
ful whether all difficulties will be smoothed out by January 15. That's the 
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WORLD COMMERCE AND INDUSTKY-- (Continued) 


target date for winding up the conference. If all hurdles are crossed at Ha-= 
vana, 90 per cent of the world's trade will be brought under one set of rules. 


Britain has much to gain, little to lose right now, from the Geneva agreé= 
ments on tariffs. British manufacturers are pleased with prospects ahead. 

British exports will benefit materially from tariff concessions made by 
other countries. One eighth of normal British exports now are to enjoy reduced 
duties in other countries. These favored exports, such as whisky and textiles, 
will be pushed hard, will account for a growing share of total exports. 

British imports, meanwhile, can be closely controlled, so that cuts in the 
British tariff actually mean little just now. 

The export drive in Britain should cash in on these concessions: 

From British countries on machinery, textiles, carpets, china, glassware. 

From France on fish, whisky, chemicals, tires, woolens, tractors. 

From Benelux (Belgium-Netherlands-Luxembourg) on certain foodstuffs, phono- 
graphs, cotton yarns, woolens, whisky. 

From Brazil on chemicals, textile machinery, insecticides. 

From China on some heavy machinery, steel plate, medicines, tires. 

From the U.S. on whisky, woolens, linen, textile machinery, china. 

British fight for these reductions at Geneva shows where main effort will 
be made in rebuilding export markets. Competition with U.S. producers in world 
markets is sure to stiffen in such lines as chemicals, machinery, tractors. 

Big cuts in preferential duties, given Britain by its Empire for many 
years, were staved off at Geneva. Only 5 per cent of them are to be removed en-= 
tirely; 25 per cent are reduced; 70 per cent remain as before. A chief aim of 
the U.S. at Geneva was to cut these preferences or, better yet, get rid of them. 



































Canada's plans for cutting imports from the U.S. may go deep. 

Temporary cuts recently made are just a first step, severe as they seem. 

They were brought on by Canada's inability to convert her earnings from 
overseas exports into U.S. dollars. If world currency problems don't straighten 
out fast, Canada will consider pushing basic projects to reduce her dependence 
on U.S. materials. For instance: 

- Coal aceounts for 15 per cent of total imports from the U.S. Yet Canada has 

a great deal of coal. Output has recently been limited by labor disputes and 
inadequate machinery. Canadian bill for U.S. coal could be cut a lot by more 
production at home. The Dominion Government may step into the coal picture. At 
the same time, additions to hydroelectric power will cut the need for coal. 

Petroleum products account for 8 per cent of imports from the U.S. Big oil 
possibilities are seen in the Edmonton and Yukon regions. Canadian hopes are 
that more oil ultimately can be produced at home, less bought from the U.S. Howe 
ever, transportation costs remain a big factor in Canada. 

Iron ore is seen in Canada as a coming source of many American dollars. 
Huge deposits in Ontario and especially on the Quebec-Labrador border are the 
reason. The U.S. is running out of high-grade iron ore. But movement of much 
Labrador ore to U.S. steel centers probably must wait on a St. Lawrence water- 
way. Canada now imports American iron ore.. 

More self-sufficiency for Canada is in the wind. Development of coal, oil 
and iron ore on a big scale would take years. But Canada now is to do some 
serious thinking along these lines. 
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COMMUNIST USE OF VIOLENCE 
TO BLOCK MARSHALL PLAN 


PARIS and ROME 





Reported from 


Cee in France and Italy are 
trying new tactics. Unable to obtain 
control of the government for themselves, 
they are attempting to make non-Com- 
munist government impossible by stirring 
up strikes, fights and riots. 
@ New leaders are directing the Com- 
munist campaign in both countries. 
ANDRE MARTY and LUIGI LONGO, 
both men of action, personify the new 
policy of communism in Western Europe. 
Under Marty and Longo, the Com- 
munist parties of France and Italy are 
getting a violent shakeup. Millions in 
both countries must quit the party or sup- 
port its new program of direct action. 
Communists have been losing votes 
because they oppose the United States 
and the European recovery program. But 
Marty and Longo care little about votes. 
They are out to forge an organization 
of fighting militants from members of 
the Communist Party in France and Italy. 
Both Marty and Longo are veteran 
Communists. They believe that the party 


ANDRE MARTY, COMMUNIST 
Shipmates ran up Red Flag in 1917 
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must seize power by strikes and violence. 
By birth, Marty is French and Longo 
is Italian, but each man is prepared to 
fight for communism anywhere in the 
world, irrespective of national interest. 
Headquarters to them means neither 
Paris nor Rome, but Moscow. 

Since the end of World War II, both 
Marty and Longo have been less promi- 
nent than the politicians of their parties. 
They stayed in the background while 
other Communist leaders sought votes as 
the champions of national recovery, deny- 
ing that the party was the servant of 
Soviet Russia. 

Millions voted Communist in France 
and Italy after the war. Party member- 
ship increased to more than a million in 
France and to two and one-half million 
in Italy. Communists became the leaders 
of organized labor in both countries. But 
neither Maurice Thorez nor Palmiro To- 
gliatti, the Communist political leaders in 
France and Italy, were able to win con- 
trol of the governments in which they 
participated. 

Last May, the Communists were left 
out of new cabinets formed in Paris and 
in Rome. In Warsaw a few weeks ago, 
delegates from the French and Italian 
parties helped form a new Communist 
International, dominated by Russia, that 
seeks to destroy the European recovery 
program and opposes American aid to 
Europe. 

Since that meeting, the Communists 

have lost ground in French and Italian 
elections. But Marty and Longo, the 
fighters of the two Communist parties, 
are organizing a disciplined force of mili- 
tants. Their mission is to smash the Euro- 
pean recovery plan by strikes and vio- 
lence. 
@ André Marty is an old revolutionist, 
tough, ambitious and bitter. He has 
found himself close to death many times 
and has spent many years in prison. 
He believes in purging his followers of 
all save militant Communists. In Spain, 
when he was supreme commander of 
the International Brigade that fought on 
the side of the Spanish Republic in the 
civil war, he ordered the execution of 
men who challenged his decisions. Mos- 
cow’s representatives in Spain supported 
him. 


Marty’s task now is to organize the 
militants of the French Communists. He 
must decide which of the Communist 
cells can be expected to help in the 
event of revolutionary strikes or open 
civil war. 

Martv’s position within the French 
Communist Party is officially that of third 
man. Thorez is Secretary-General and 
titular leader of the party. Jacques Duclos 
is called the “brain” of the party. Uniil 
recently a third man, Benoit Frachon, 
the Communist head of the General Con- 
federation of Labor, was considered more 
important than Marty. 

Recent developments have changed all 
this. In theory, Marty remains only one of 
the members of the Political Bureau of 
the French party. But in fact he is swiftly 
becoming the real leader because the tac- 
tics he favors now are favored by Moscow. 

Thorez left Paris for Moscow at the end 
of October. He was to represent France 
at ceremonies marking the anniversary of 
the Communist revolution and then re- 
turn to Paris. But he prolonged his stay 
in Russia through the month while a 
Cabinet fell in France. 

Frachon, leader of the Communists in 
the labor unions, is striving to hold the 
partys grip on the organized workers. 
But the rules of French unions do not 
permit him to take a party post while he 
is Secretary-General of the labor confed- 
eration. 

Duclos still speaks for the Communists 
in the Chamber of Deputies. Though he 
commands more votes in the Chamber 
than any other political leader, Duclos is 
powerless to prevent the formation of 
non-Communist cabinets. 

As a result, Marty and his aides are 
moving into the leadership of French 
communism with Moscow’s approval. 
Working within the party, Marty is able 
to use Communist militants where they 
are most needed. 

Direct action to overthrow the existing 
order has always been Marty's specialty. 
His father, a factory worker, was con- 
demned to death for his part in a workers’ 
revolution in Southern France in 1871, 
but escaped. The son was born in 1886 at 
Perpignan, near the Spanish frontier. 

Failure to pass the examinations for 
the French Naval Academy led Marty to 
enlist in the Navy as an ordinary seaman. 
He served through the First World War 
in the Mediterranean. When his torpedo 
boat was sent to the Black Sea with other 
units of the French fleet in 1919, Marty 
became a revolutionist. 

France and Britain then were support- 
ing Russian resistance to the Bolsheviks. 
Marty organized a plot to seize the fleet 
and place it at the service of the Bolshe- 
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viks. Though jailed in the brig of a 
cruiser, Marty had organized his followers 
so well that they seized the cruiser and 
ran up the Red Flag. Other units of the 
fleet remained loyal and the revolt was 
crushed. 

Marty, sent back to France to serve 20 
years at hard labor, became a Communist 
hero and martyr. He was elected 42 times 
to public office while in prison. He served 
only 52 months of his original sentence, 
but he went back to jail many times up 
to 1929. He has served time for espionage 
in Russia’s favor, for inciting mutiny and 
for rebellion. 

As a member of the Central Commit- 
tee of the French Communist Party 
since 1925, Marty has always been close 
to Moscow’s leaders. He was executive 
secretary of the Communist International, 
or “Comintern,” from 1935 to its official 
dissolution in 1943. When French Com- 
munists opposed war against Germany 
in 1939, Marty fled to Russia. But he 
showed up in Algiers in 1943 when the 
Communists joined the provisional gov- 
ernment of liberation and has been active 
as a Communist leader in Paris ever since. 

Question now is how much of the 
French Communist Party Marty can hold 
together as an effective weapon against 
the European recovery program. In Italy, 
Longo is facing the same problem. 

@ Luigi Longo, the man behind the left- 

wing violence in Italy, has been a Com- 
munist for 26 vears but a prominent one 
for less than two months. 

A shift in Communist tactics in Italy 
now makes Longo as important in his 
party as Palmiro Togliatti, the head of 
Italian Communists. 

Longo specializes in military action 

for the Italian Communist Party. While 
the Togliatti policy of seeking Communist 
power in Italy by political maneuvering 
was in vogue, Longo was an obscure 
party functionary. But now that strikes, 
riots and street fighting are the party's 
weapons, Longo is beginning to eclipse 
Togliatti. 
@ Communist setbacks under Togliatti’s 
leadership explain the party's shift to 
the strong-arm tactics in which Longo is 
an expert. 

A drop in the cost of living in Italy 
has embarrassed the Communists. They 
predicted that the Government’s financial 
policies would lead to sky-high inflation. 

Right-wing parties, formerly hostile to 
Premier Alcide de Gasperi, now are clos- 
ing ranks to support him against the 
Communists. 

Finally, emergency aid from _ the 
United States to feed Italy through the 
winter now seems certain. The Commu- 
nists have fought it bitterly, while assert- 
ing it would never materialize. 

To counter this drop in their political 
stock, the Communists have turned to 
Longo’s direct-action methods. The Com- 
munists demand that the Rome Govern- 
ment hand over control of industry to the 
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LUIGI! LONGO, COMMUNIST 
Schooling in Spain put to use in Italy 


“workers.” Longo says: “If the Govern- 
ment will not do it, the people will.” 

There is strong evidence that Moscow 
new supports Longo against other Italian 
Communists who, like Togliatti, have 
stood for more peaceful techniques. In 
October, when leaders of nine Commu- 
nist parties in Europe founded a Com- 
munist Information Bureau (Cominform) 
to wage political war on the West, Longo 
signed the manifesto for the Italian Com- 
munists. It was the first time since the 
war that Longo had figured so promi 
nently in party activities. 

@ A turbulent career has prepared 
Longo for his role as boss of Commu- 
nism’s shock troops in Italy. 

Longo’s party title is vice-secretary 
general. His real job, though, is responsi- 
bility for military preparations of the 
Communists. He controls 30,000 armed 
partisans whose numbers can be increased 
quickly in an emergency. 

Longo comes from Northern Italy, 
where most of these rifle-carrying par- 
tisans are. As a boy, he worked in a 
restaurant his family ran near the Fiat 
automobile works at Turin. Across the 
lunchroom counter, he learned his first 
lessons in the psychology of Italian fac- 
tory workers. 

Military service in World War I inter- 
rup: | Longo’s studies in engineering. 
But his technical training helped him be- 
come an officer in the Bersaglieri, crack 
Italian fighting unit. While in the Army, 
he chafed at the military caste system 
that prevented social contact between 
officers and soldiers. Spare-time reading 
of the writings of Karl Marx also helped 
shape his thinking. By the time he left the 
Army, he was ready to embrace socialism. 
He soon met the leaders of the extreme 
left wing of Italian socialism, including 
Togliatti, 

By 1921, Longo’s new associates had 
broken away from the Socialists and 
formed the Italian Communist Party. 


Longo joined the new party and was put 
in charge of organizing the youth of his 
home province, Piedmont, into military 
units. 

The following year, while Longo and 
other Italian Communists were in Mos- 
cow for a meeting of the Communist 
International, Mussolini triumphed in 
Italy. But the Communist leaders made 
their way home by underground chan- 
nels, where Longo continued party activ- 
ity. Two arrests by Fascist police did not 
discourage his organizing activities. 

In 1927, Mussolini cracked down in 
earnest on the Communist underground, 
and this time Longo and his friend Togli- 
atti had to flee the country. Longo’s first 
stop was Moscow. After a_ refresher 
course there in party doctrine, he went 
to Paris. There he busied himself sending 
agents to Fascist Italy and otherwise 
helping to keep communism alive there. 

The outbreak of civil war in Spain in 
1936 was a call to arms for Longo. Fight- 
ing for the Spanish Republic under his 
nickname “Gallo,” Longo was often in 
the front lines. Marty, the French Com- 
munist, was his commanding officer. 
Marty made Longo Inspector General of 
the International Brigade, a force of vol- 
unteers of many nationalities who badly 
needed organization. Longo organized 
propaganda squads to strengthen morale 
among Republican troops. Many of the 
techniques he learned in Spain he is ap- 
plying today. 

After the defeat of the Spanish Re- 
public, Longo returned to France, but 
his liberty did not last long. In 1939, the 
French police arrested Longo in a round- 
up of Communists. He stayed in a French 
jail until the Germans conquered France, 
when he was turned over to Italian po- 
lice. Back home in Italy, he was promptly 
sent to a prison for political opponents of 
fascism. 

The fall of fascism in 1943 was Longo’s 

opportunity. Released from jail, he went 
to Rome and began organizing resistance 
to the Germans. The German occupation 
of the Italian capital three months later 
only redoubled Longo’s activity. Through 
underground routes, he made his way 
back to his native North Italy, where he 
organized partisan forces. An army of 
150,000 partisans that Longo com- 
manded gave the Allied forces important 
help in defeating the Germans in Italy. 
The crowning triumph for Longo came 
in the closing days of the war in Italy. 
With other underground leaders, he cap- 
tured and executed Mussolini as_ the 
Italian dictator was trying to escape into 
Switzerland. 
@ Longo’s importance now rests on this 
experience in fighting for communism. 
At 47, he is an austere, close-mouthed 
man who is little known outside Commu- 
nist circles. Even in Italy's Constituent 
Assembly, where he is a deputy, he rarely 
takes the floor. 

Actions suit Longo better than words. 





Life Around the World 


U.S. Air Force establishes ‘Boys’ Town’ 
for German youths made homeless by war 


BUCHOF (GERMANY) 

Wi THE SAME generous hand that 

children in England, France and 

Italy remember from war days, the 

United States Air Force now has set up 

its own “Boys Town” in Germany to 
help youth made homeless by the war. 

Forty-two lads, from 14 to 19, are 
residents of “Boys’ Town” now. Most of 
them were taken from Munich, where 
they had lived in air shelters and cellars. 
All were wanted for minor thefts and 
black market offenses. 

Soon space will be available for 100 
boys in the huge, pink-stone house that 
once was the manor for a top-flight Nazi 
farmer. The community, only six months 
old, already is so popular that even boys 
from the Russian zone have shown up for 
acceptance as residents. 

Boys’ Town at Buchof is an exception 
in the Air Force-Army youth program, 
which concentrates chiefly upon youth 
centers where German boys and girls 
can gather for davtime activities while 
living at home. It is, however, a good 
illustration of what can be done and of 
the problems in handling youth. 

The boys are all healthy and ade- 
quately clothed from dyed uniform mate- 
rial, underwear and shoes donated by Air 
Force personnel. They govern them- 
selves, having a mayor, a council and 
their own courts. 

The boys work for the German custo- 
dian of the farm, which is several hun- 
dred acres, and, in so doing, learn to 
care for livestock and to cultivate crops. 
A German director lives with the boys, 
but they maintain the house, doing the 
cleaning, making the beds, working in the 
kitchen. 

Four months ago they were hoodlums. 
Today they are alert and independent. 
There was only one small theft in a 
three-month period, although every lad 
has the opportunity to steal valuable food 
supplies and peddle them in the nearby 
Munich black market. 

There are no guards, but no one has 
run away. One lad told his friends he 
intended to run away several weeks ago. 
They said, “OK, fool. Go ahead.” The 
boy changed his mind. 

During a prearranged visit to the 
farm, I found almost all the lads gathered 
in the living room. They were scrubbed 





and brushed to the ’nth degree, frank and 
fervent in saying that they liked their 
home, that the food was wunderbar. 

Their straightforward greeting and 
handshake contrasted with the stiff, Prus- 
sian heel click and bow so characteristic 
of most German children one meets in 
their homes. 

In addition to the living room, there 
are reading rooms, a dining hall, a well- 
kept kitchen and enlarged toilet facilities, 
provided by the Air Force sponsors. The 
boys built a soccer court and get athletic 
equipment from Army surplus supplies. 

Sleeping quarters, on the second floor, 
average eight boys to a room. They sleep 
on Army cots. To permit expansion and 
to allow more floor space, two-decker 
bunks are to be constructed. Each lad 
has a small cupboard for his own posses- 
sions. The house contains about 16 
rooms. 

Education includes English and cur- 
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rent events, discussion of democratic 
principles and mandatory attendance at 
school two miles away for those who have 
not completed primary grades. Sunday 
religious services are attended by the 
majority, but are not compulsory. 
Approximately 1,000 calories of the 
boys’ food are supplied from the German 
economy, another 1,000 from organiza- 
tions, and about 500 more from the 
Oberpfaffenhofen Air Depot. Food con- 


‘tributed to Boys’ Town from Air Force 


messes, made possible by voluntary re- 
strictions on the rations of American per- 
sonnel, assures the youths of getting 
well over a 2,000-calory diet. 

Government is by constitution and 
bylaws the boys themselves adopted. 

In the farmyard, I found a group of 
the boys hard at work among some of 
Germany s finest cattle in a modern dairy 
barn lacking only electric milking ma- 
chines. Other boys, stripped to shorts, 
were spreading a cinder bed for the 
chickens. 

Three small urchins, in the center of 
the court, were somewhat on the dirty 
side. They looked about 9 to 12, but each 
responded to questioning: 

“No. I am 15.” 

The elder took over as spokesman: 
“We came back from the Russian zone,” 
he related. “The Russians were going to 
take us to work in the uranium mines, 
but we got away. Took us three weeks 
to get here.” 

Prodding of the other two, however, 
developed the story that they came to 
the farm because they heard the food 
was good. They were that day’s kitchen 
scrubbing team. 

“You should have seen this place when 
we started,” the directing officer told 
me. “The boys lived in Army tents while 
we cleaned and repaired the house, 
which was in bad condition. 

“We had trouble getting the Munich 
authorities interested. As a result, the Air 
Force boys had to do a lot of scrounging 
to equip the place. The kids themselves 
were a hang-dog lot when they came to 
the club. They slunk around like little 
animals and seemed to be afraid to look 
you in the face. 

“Theyre over that now. Maybe the 
long-run results won't be much, but, stil] 
I'm convinced the majority of these boys 
will leave in six months to a year as 
better potential citizens. 

“At any rate, they will be healthy, and 
we keep them off the streets. That’s a 
lot more than the Germans themselves 
were doing.” T. H. 
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AMERICA’S MOTIVES IN AIDING EUROPE 


Secretary Marshall's speech explaining and defending U.S. policy 


(Full text of address by U. S. Secretary of State George 
C. Marshall before members of the Chicago Council on 
Foreign Relations and the Chicago Chamber of Com- 
merce in Chicago, IIl., Nov. 18, 1947.) 


HE AMERICAN PEOPLE, I believe, have a sound understand- 
ing of the basic principles and objectives of our foreign 
policy. These have been expressed on many occasions by re- 
sponsible officials of this Government, beginning with the 
President. They are understandable, I believe, to you all be- 
cause they have their origin in the American conscience and 
in the deeply rooted traditions of our people. 

No American, I am sure, questions the desirability of this 
country promoting wherever it can the right of people to gov- 
ern themselves and the rule of impartial law as against the 
exercise of arbitrary power. These principles require no elab- 
oration. But, true as they are, such generalities do not always 
serve to clarify for our people the current problems with 
which we are now faced. They do not in themselves answer 
the question, “What is it all about?” They do not in theniselves 
provide an answer as to why, at almost every turn, we find 
ourselves in disagreement with another power with whom we 
were so recently allied in the common cause. 

I shall tonight confine myself to the problems relating to 
one area of the world which at the moment are occupy- 
ing the attention of the Administration and the Congress 
and with which, in another aspect, I will be dealing at 
the meeting of the Council of Foreign Ministers which 
opens in London, November 25. That is the related prob- 
lem of the revival of the European community and the 
peace settlements with Germany and Austria. I shall try to 
avoid over-simplification on the one hand and bewildering 
detail on the other. 

In my statement before the committee of Congress on 
November 10, I laid great stress on the entity known as Eu- 
rope and its importance to the world and to the United States 
in particular. So important to the understanding of our 





- « e On Europe’s Future 


“Today, Europe is devastated and dis- 
pirited, but once it regains strength and 
confidence it will draw on its store of re- 
sources, energies, skills and spiritual quali- 
ties and again make major contributions to 
world progress. This is the goal of those 
who are genuinely devoted to the cause of 
European recovery.” 


—From speech by U. S. Secretary of State Marshall 
at Chicago, Ill., Nov. 18, 1947. 
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present problem is the meaning of the European community 
that, at the expense of repetition, I will restate it. 

Europe, or what through centuries has been known as 
Europe, is a community of nations which, despite racial and 
religious differences, commercial rivalries and sporadic inter- 
necine wars, has developed governmental procedures and an 
advanced civilization. We are a part of that civilization. Our 
national traditions—the foundation on which our entire civili- 
zation rests—finds their counterpart, if not their origin, in 
some part of this European community. 

Europe is a natural grouping Of states designed by geogra- 
phy and history to function as a community if it is to function 
well. Because of the character of its people, the nations com- 
prising the European community function harmoniously and 
effectively only if they are permitted to operate of their own 
free will. The logic of history would appear to dictate the 
necessity of this community drawing closer together not only 
for its own survival but for the stability, prosperity, and 
peace of the entire world. 

Due to the Nazi attempt to subjugate the entire European 
community, Europe was plunged into a great war. The cen- 
tral question that arose at the end of this war was, in effect, 
what was to be the future of this European community. Was 
it to be restored to a position of stability so it could work 
out its own problem, or was it to be kept in a state of perma- 
nent dependency and eventual absorption into a system alien 
to its traditions and civilizations? 

It is generally recognized that the major responsibility for 
finally crushing nazism devolved upon three powers, none of 
which can be strictly classed as a continental European state. 
The efforts of two of these powers have been consistently di- 
rected since the military victory toward the restoration of the 
European community to its former status. They have been so 
directed partly out of compassion but primarily, I think, be- 
cause they recognized the historical fact that a revived, re- 
vitalized Europe is necessary to a peaceful and prosperous 
world order. 

For centuries Europe occupied a pre-eminent position and 
exercised a dominant influence in international affairs. Before 
the recent war it was one of the two highly industrialized 
areas on earth and enjoyed a correspondingly high standard of 
living. 

Today, Europe is devastated and dispirited, but once it re- 
gains strength and confidence, it will draw on its store of 
resources, energies, skills and spiritual qualities and again 


make major contributions to world progress. This is the goal of , 


those who are genuinely devoted to the cause of European 
recovery. 

Unfortunately, it has become apparent that the third 
great power which contributed so much to the common 
victory evidently does not share that purpose. For rea- 
sons that are still obscure, it is endeavoring apparently to 
prolong the present unsatisfactory state of affairs indefinitely. 
If this purpose prevails, obviously the prosperous European 
community we knew before the war cannot be re-established 
within the foreseeable future. 

This brings me to an important conclusion. It is this 
divergence of purpose concerning the future of Europe which 
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is the cause of many of the present differences between the 
United States and Soviet Russia. The divergence is not due 
to any direct clash between the national interests of these 
powers. 

It is my belief that, if Europe is restored as a solvent and 
vigorous community, this issue will have been decided and 
the disturbing conflict between ourselves and the Soviets, 
insofar as Europe is concerned, will lessen. 

It seems evident that, as regards European recovery, the 
enlightened self-interest of the United States coincides with 
the best interest of Europe itself and of all those who desire to 
see conflicts, of whatever nature, resolved, so that the world 
can devote its full attention and energy to the progressive im- 
provement of the well-being of mankind. The place to begin 
that process is Europe. 

I have referred to the fact that Europe formerly stood as a 
strong and constructive element of the world’s economy and 
political order. Its trade, both among the European countries 
themselves and with other regions, was a major factor in the 
international exchange of commodities and services and was 
a direct stimulus to productivity throughout the world. 

The stabilizing influence which Europe, as a concert of 
independent nations, exercised on the remainder of the world 
was a basic factor in assuring the security of our own nation—a 
fact which we acknowledged by twice committing our total 
resources to the preservation of the integrity of the continental 
community, free of single-power domination. 

The near collapse of Europe has left weakness where 
once there was strength and has created, in effect, a political 
and economic vacuum. It is certainly not our purpose to exploit 
the situation by filling the vacuum with American power. 

The map of Europe today bears witness to our true in- 
tentions. West of the line where the Allied armies met, 
nations, in their own way, are grappling with their post- 
war problems, each in accordance with its distinctive insti- 
tutions and traditions, free of external pressure. The proposal 
of the United States to assist in the recovery of the nations 
that responded to the suggestion of June 5 has no purpose 
other than to restore Europe as a self-supporting community 
of states and to terminate as speedily as possible dependence 
upon us for aid. 

It is unfortunate that only 16 European states felt free 
to participate in the Paris conference on economic co- 
operation. This Government is willing to co-operate with 
every nation that pledges a generous effort to the common 
cause of European recovery. 

We are now intimately working to this end with govern- 
ments of varied political complexions—some constitutional 
monarchies and some republics, both with Socialist ministers, 
some controlled by conservative elements, and some consti- 





» « « On Soviet Expansion 

“While the Western democracies have 
been reducing the area of their sov- 
ereignty, one country has taken the oppo- 
site road. The Soviet Union has, in effect, 
considerably expanded her frontiers. Since 
1939 she has de facto annexed territory 
comprising an area of more than 280,000 
square miles, with a population of some 
22 million people.” 


—From speech by U.S. Secretary of State Marshall 
at Chicago, Ill., Nov. 18, 1947. 
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SECRETARY OF STATE MARSHALL 
““ .. dedicated to the freedom and welfare of the individual’ 


tuted of coalitions. This is a fact that everyone can see, and 
it should dispel completely the propagandistic assertions that 
we seek to impose the American pattern on others. 

Much has been said about the various freedoms, about de- 
mocracy, about the right of people and of nations to deter- 
mine for themselves without restraint for forms of government 
they desire. Much has also been said regarding the desire of 
the United States Government to influence other nations to 
follow what we believe we follow with constantly increasing 
success—that is, a philosophy of government dedicated to the 
freedom and welfare of the individual. That is our earnest 
desire. It is certainly not imperialistic and it does not indicate 
a passion for war. 

We realize that we cannot expect the same conceptions to 
be held by all countries. Different races, different traditions, 
different histories and rates of development lead to different 
results, but on fundamentals I think we find a general agree- 
ment among peoples of the world around. 

If the United States entertained any idea of extending 
American influence or domination over Europe, our policy 
would not be directed toward ending European dependence 
upon this country but toward perpetuating that relationship. 

The clarity of the record and of our intentions, however, has 
not prevented Soviet officials and Communist groups else- 
where from waging with increasing venom a calculated cam- 
paign of vilification and distortion of American motives in 
foreign affairs. These opponents of recovery charge the United 
States with imperialist design, aggressive purposes, and finally 
with a desire to provoke a third world war. 

I wish to state emphatically that there is no truth whatsoever 
in these charges, and I add that those who make them are 
fully aware of this fact. 

What is the record? We have annexed no territory. We have 
not used the greatest military power and military resources 
ever assembled to acquire for the United States a special priv- 
ileged position, either political or economic. 

Furthermore, since the close of hostilities the United States 
and Great Britain have voluntarily reduced the area of their 
sovereignty in the world. Colonial areas and dependent people 
have been assisted to achieve full independence. New coun- 
tries have emerged from under the U.S. and British flags to 
take their place as members of the United Nations. 

While the Western democracies have been reducing the 
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- « e On the Future of Germany 

“With safeguards against any revival of 
German militarism and with measures to 
assure the utilization of the basic products 
of the Ruhr for the good of the European 
community as a whole, | believe that Eu- 
rope and the world will be adequately 
protected against the danger of future 
German domination.” 


—From speech by U.S. Secretary of State Marshall 
at Chicago, Ill., Nov. 18, 1947. 











area of their sovereignty, one country has taken the opposite 
road. The Soviet Union has, in effect, considerably expanded 
her frontiers. Since 1939 she has de facto annexed terri- 
tory comprising an area of more than 280,000 square miles, 
with a population of some 22 million people. 

The American-proposal for assistance to Europe is directed 
toward production, construction and recovery. It is a gen- 
uinely co-operative undertaking, which is being worked out 
in an atmosphere of mutual trust and with-careful regard 
for the sovereignty of nations. Indeed, this joint endeavor 
by the United States and 16 European states is a clear and 
convincing demonstration of co-operation freely given to 
achieve the common good. As such, it perfectly reflects one 
of the basic precepts of democracy. 

This Government recognizes that elements of uncertainty 
are involved in so vast and complex an undertaking. But 
we believe that the promise of success more than justifies 
the risks. We are completely convinced that the risks of 
not attempting to restore Europe are far greater than 
those involved in taking positive action as now proposed. 
We recognize that our people will ve called upon to 
share their goods still in short supply and will have to 
forego filling a portion of their own requirements until the 
greater needs of Europe have been met. This is a direct 
contradiction of the allegation that we are seeking to dump 
surplus goods in Europe in order to avoid the depressing 
effects of oversupply. This particular charge of “dumping” 
must have a strange sound to those Europeans now des- 
perately seeking the very essentials of life. And it must 
sound equally odd to Americans who are standing with 
money in hand impatient to buy goods which we are sending 
to Europe to meet a more urgent need. But such is the 
breath of propaganda. 

I should like in this connection to make a few comments re- 
garding propaganda in general and particularly with regard to 
the debates and procedure of the United Nations Assembly. 
It seems desirable to analyze the situation somewhat and clear 
up some of the issues prior to the meeting of the Foreign Min- 
isters in London. 

During the meeting of the United Nations Assembly there 
was a great deal said, with considerable vituperation, regard- 
ing the attitude of the Government and people of the United 
States toward the Soviet Union, along with the direct accusa- 
tion that a war spirit was being fomented by our press and by 
distinguished citizens who were named. 

A portion of this, the major portion I assume, was intended 
for pure propaganda purposes. But I also assume that there 
may have been some genuine feeling that the purposes of this 
Government and the attitude of most of the American press 
were definitely hostile to the Soviet Union. As a responsible 
official of the United States Government, I would like to see 
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more restraint than is sometimes exhibited in discussions of 
international issues. 

But as regards the critical attitude recently manifested in 
this country toward the Soviet Union, I should like to dis- 
tinguish between this effect and its cause. To determine that 
cause, it is necessary to go back at least as far as the summer 
of 1945, immediately following the German surrender. 

At that time I think it was a fact that the people of the 
United States had as high a regard, or I might better put it, 
appreciation, for the Soviet people and their sacrifices, and 
for the Soviet Army and its leaders, as they held for any other 
people in the world. But today, only two years later, we are 
charged with a definite hostility toward the Soviet Union and 
its people, which constitutes a complete change in our attitude 
since the summer of 1945. 

I recognize this effect. I would not characterize it as hostile. 
But the important question is, what produced this tremendous 
change in our national feeling and attitude? The truth as I 
see it is that, from the termination of hostilities down to the 
present time, the Soviet Government has consistently followed 
a course which was bound to arouse the resentment of our 
people. 

Just what the purpose of this remarkable procedure has 
been, particularly during 1946, I have been at a loss to 
determine. So many of the actions of that Government were 
provocative without any other evident purpose. I have en- 
deavored to find at least a partial explanation in the historical 
characteristics of the Russian Government and its officials 
through a long period of years and not solely related to the 
present regime. While some light can thus be cast on the 
problem, it does not, even in a small way, explain why a 
government should proceed with apparent deliberation to 
destroy the invaluable asset of high regard and good will 
which it possessed in the attitude of the American people 
and why it should deliberately provoke such animosities 
as are evident at this time. 

The people of this country are God-fearing people. They 
have been very patient in their attitude towards mis- 
representation of their actions and motives when their only 
purpose has been to help the other fellow. Today our peo- 
ple have been virtually driven into a state of active resent- 
ment and, having been goaded to this point, they are 
accused of having lighted and stoked this great fire of public 
resentment. This last is propaganda, yes, of the most brazen 
and contemptuous character. But since it affects the very 
stability of the world, it is time to call a halt to such inflam- 
matory practices. 

I am not pessimistic regarding the progress made by the 
United Nations during the recent Assembly meeting. The fact 
that the world has a forum for free debate is in itself a hopeful 
portent for the future. The fact that debates have sometimes 





- « « On American Determination 

“‘We are aware of the seriousness and 
extent of the campaign which is being 
directed against us as one of the bulwarks 
of Western civilization. We are not blind to 
any of the forms which this attack assumes. 
And we do not propose to stand by and 
watch the disintegration of the interna- 
tional community to which we belong.” 


—From speech by U.S. Secretary of State Marshall 
at Chicago, Ill., Nov. 18, 1947. 
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included more of vituperation or diatribe than of logic or 
adherence to the facts was unfortunate, but in the long run, I 
think, merely incidental, and an always present possibility in 
any democratic debate. The organization did pass through a 
serious struggle, but I think it emerged without loss of potential 
strength. The question now is where do we go from here, 
which leads me to the coming conference of Foreign Ministers 
in London. 

The problem of restoring the European community in- 
evitably raises in acute form the problem of Germany. The 
restoration of Europe involves the restoration of Germany. 
Without a revival of German production there can be no 
revival of Europe’s economy. But we must be very careful to 
see that a revived Germany could not again threaten the 
European community. 

I am not speaking of the revival of Germany in a military 
sense. There can be no question of the absolute necessity 
of keeping Germany disarmed and demilitarized. Today, 
Germany is completely disarmed. Measures have been pro- 
posed by the United States and supported by the United 
Kingdom and France to insure the continued demilitariza- 
tion of Germany for 40 years. Thus far the Soviet Union has, 
in effect, rejected that proposal by wholesale amendments 
of its purpose; but the offer still stands. 

The revival of German militarism, however, is not the 
only important factor involved in the relationship of Ger- 
many to a restored Europe. There is an imperative necessity 
for safeguards to insure that the economic power of Germany 
shall not be used by a future German government as a weapon 
for the furtherance of exclusively German policies. This 
poses admittedly a complicated and difficult problem. An 
attempt artifically to limit German peacetime economy 
could easily prevent the essential revival of German pro- 
duction to an extent that would render impossible the 
economic revival of Europe. 

The answer to the problem would appear to relate pri- 
marily to the future role and functioning of the great 
industrial complex in the Ruhr. The United States believes 
that safeguards must be set up to insure that the resources 
and industrial potential of the Ruhr, particularly in respect 
of coal and steel, should not be left under the exclusive 
control of any future German government but should be 
used for the benefit of the European community as a 
whole. | 

-The charge has frequently been made that the United 
States in its policy has sought to give priority or intends to 
give priority to restoration of Germany ahead of those of 
the other countries of Europe. The truth is that, far from 
having been accorded a preference over any Allied country, 


German recovery has lagged so far behind that of the other 
countries of Europe as to retard the whole effort for Euro- 
pean recovery. 

At the present time, industrial production in Western Ger- 
many is less than one half that of prewar. The food supplies are 
seriously below the minimum requirement for health and 
efficiency, and German foreign trade is only a small fraction 
of its former dimension. In fairness to the American taxpayer 
who has been contributing hundreds of millions of dollars 
annually to support the people in the American zone, Ger- 
many must be made self-supporting as quickly as possible. 

With safeguards against any revival of German militar- 
ism and with measures to assure the utilization of the basic 
products of the Ruhr for the good of the European com- 
munity as a whole, I believe that Europe and the world 
will be adequately protected against the danger of future 
German domination. 

In these circumstances it should be possible to proceed to 
the establishment of a provisional central authority in a fed- 
erated German state and to the final framing of a peace settle- 
ment, We shall earnestly endeavor at the conference in Lon- 
don to make progress along these lines. 

Now I have tried to give you a picture of certain of our 
major international problems. These are not the only problems 
with which we are dealing. There are other areas of the world 
in which we face situations of immense complexity and gravity. 
But what I have told you this evening may give you a better 
idea of the character of our international problems as a whole 
and of our approach to them. 

We are aware of the seriousness and extent of the campaign 
which is being directed against us as one of the bulwarks of 
Western civilization. We are not blind to any of the forms 
which this attack assumes. And we do not propose to stand 
by and watch the disintegration of the international community 
to which we belong. 

But at the same time we are aware of our strength, and of 
the fact that there is great need in many countries for our 
help and our friendship, we can afford to discount the alarms 
and excursions intended to distract us, and to proceed with 
calm determination zlong the path which our traditions have 
defined. 

I will approach this conference in London with an open 
mind and will seek only for a sound basis for agreement. I will 
seek to avoid statements for mere popular or propaganda 
effect, no matter what the provocation. It is my purpose to 
concentrate solely on finding an acceptable basis of agree- 
ment to terminate the present tragic stalemate and to speed 
the advent of a new era of peace and hope for Europe and 
the world. 





TWO PATTERNS FOR THE NEW PALESTINE 


Proposals to the U.N. for a divided and for a single state 


For Partition 


(Official summary of the report submitted Nov. 19, 
1947, by Subcommittee One of the United Nations Gen- 
eral Assembly’s Special Committee on Palestine proposing 
the partition of the Holy Land. The Subcommittee was 
composed of Canada, Czechoslovakia, Guatemala, Po- 
land, South Africa, Uruguay, United States, Soviet Union 
and Venezuela. Following the summary of Subcommittee 
One’s report is the summary of Subcommittee Two's re- 
port proposing an independent state in Palestine.) 


PREAMBLE 


The report finds that the present situation in Palestine is 
likely to impair the general welfare and friendly relations 
among nations. The Security Council is requested to take 
any measures provided for in the plan for its implementa- 
tion. The Trusteeship Council is to be informed of its respon- 
sibilities under the plan. The inhabitants of Palestine are 
called upon to take any steps that may be necessary to put 
the plan into effect. An appeal is made to all governments and 
peoples to refrain from taking any action that might hamper 
or delay the putting into effect of the recommendations. 
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PART ij 
Future Constitution and Government of Palestine 
A. Termination of Mandate, Partition and Independence 


1. The mandate for Palestine shall terminate at a date to 
be agreed upon by the United Nations commission of five 
members and the mandatory power (Great Britain), with 
the approval of the Security Council, but no later than 
Aug. 1, 1948. 

2. The armed forces of the mandatory power shall be pro- 
gressively withdrawn, and withdrawal completed not later 
than Aug. 1, 1948. The mandatory power shall advise the 
commission, as far in advance as possible, of its intention to 
evacuate each area. The mandatory power shall use its best 
endeavors to insure that an area situated in the territory of the 
Jewish state, including a seaport and hinterland adequate to 
provide facilities for a substantial immigration, shall be evacu- 
ated at the earliest possible moment and in any event not 
later than Feb. 1, 1948. 

3. Independent Arab and Jewish states shall come into ex- 
istence in Palestine two months after the evacuation of the 
armed forces of the mandatory power has been completed, but 
in any case not later than Oct. 1, 1948. The city of Jerusalem 
shall be administered under trusteeship by the United Nations. 
The boundaries of the Arab state, the Jewish state and the city 
of Jerusalem shall be as described in Parts II and III below. 

4. The period between the adoption by the General As- 
sembly of recommendations on the question of Palestine and 
the establishment of the independence of the Arab and Jewish 
states shall be a transitional period. 


B. Steps Preparatory to Independence 

1. There shall be a commission appointed by the General 
Assembly of five members representing Guatemala, Iceland, 
Norway, Poland and Uruguay. 

2. The administration of Palestine during this transitional 
period shall be entrusted to the commission, which shall act 
in conformity with the recommendations of the General As- 
sembly, under the guidance of the Security Council. 

In discharge of this administrative responsibility, the com- 
mission shall have authority to issue necessary regulations and 
take other measures as required. 

The mandatory power shall not issue any regulation to pre- 
vent, obstruct or delay the implementation by the commission 
of the measures recommended by the General Assembly. 

3. On its arrival in Palestine the commission shall proceed 
to carry out measures for the establishment of the frontiers 
of the Arab and Jewish states and the city of Jerusalem in 
accordance with the recommendations of the General 
Assembly. 

4. The commission, after consultation with the demo- 
cratic parties and other public organizations of the Arab and 
Jewish states, shall select and establish in each state as 
rapidly as possible a provisional council of government. 

If by April 1, 1948, a provisional council of government 
cannot be selected for either state or, if selected, it cannot 
carry out its functions, the commission shall so inform the 
Security Council. 

5. During the transitional period the councils, acting under 
the commission, shall have full authority in the areas under 
their control, including authority over matters of immigra- 
tion and land regulation. 

6. The provisional council of each state, acting under 
the commission, shall have full responsibility for the admin- 
istration of that state in the period between the termination 
of the mandates and independence. 

7. The provisional councils shall proceed to the establish- 
ment of administrative organs of government, central and 
local. 

8. The provisional council of each state shall recruit an 
armed militia from its residents, sufficient to maintain internal 
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. order and to prevent frontier clashes. The armed militia in 


each state shall be under the command of Jewish or Arab 
officers resident in that state, but general political and military 
control, including the choice of the militia’s high command, 
shall be exercised by the commission. 

9. The provisional council of each state shall hold, not later 
than two months after the withdrawal of the armed forces of 
the mandatory power, elections to a constituent assembly, 
which shall be conducted along democratic lines. 

Qualified voters for each state shall be (a) Palestinian citi- 
zens residing in that state and (b) Arabs and Jews residing 
in that state, although not Palestinian citizens, whv, before 
voting, have signed a notice of intention to become citizens of 
such state. 

Arabs and Jews residing in the city of Jerusalem who have 
signed a notice of intention to become citizens, the Arabs of 
the Arab state and the Jews of the Jewish state, shall be en- 
titled to vote in the Arab and Jewish states, respectively. 

Women may vote and be elected to the constituent assem- 
blies. 

During the transitional period no Jew shall be permitted to 
establish residence in the area of the proposed Arab state, and 
no Arab shall be permitted to establish residence in the area 
of the proposed Jewish state, except by special leave of the 
commission. 

10. The constituent assembly in each state shall draft a 
democratic constitution for its state and choose a provisional 
government to succeed the provisional council. The constitu- 
tions shall include, among other things, provisions for: 

(a) A legislative body elected by universal suffrage and by 
secret ballot on the basis of proportional representation, and 
an executive body responsible to the legislature. 

(b) Settling all international disputes in which the state 
may be involved by peaceful means. 

(c) Accepting the obligation of each state to refrain from 
the threat or use of force against the territorial integrity or 
political independence of any state. 

(d) Guaranteeing to all persons equal and nondiscrim- 
inatory rights in civil, political, economic and _ religious 
matters and the enjoyment of human rights and fundamental 
freedoms, including freedom of religion, language, speech 
and publication, education, assembly and association. 

(e) Preserving freedom of transit and visit for all resi- 
dents and citizens of the other state in Palestine (and the 
city of Jerusalem) subject to considerations of national 
security. 

(f) Recognize the right of the governor of the city of 
Jerusalem to determine whether the holy places are being 
properly safeguarded. 

11. The commission shall appoint a preparatory economic 
commission of three members to establish as soon as practi- 
cable the economic union and joint economic board. 

12. During the period between the adoption of the recom- 
mendation on Palestine by the General Assembly and the 
termination of the mandate, the mandatory power shall main- 
tain order and direct the main public services, to the extent 
that these have not been placed under the commission, the 
provisional councils or the joint economic board. The com- 
mission shall assist the mandatory power. The mandatary 
shall co-operate with the commission. 

13. To maintain continuity in the functioning of adminis- 
trative services, there shall be a progressive transfer from the 
mandatory power to the provisional councils and the joint 
economic board of all the functions of government, including 
the maintenance of law and order in the areas from which the 
mandatary has withdrawn. 

14. The measures taken by the commission, within the 
recommendations of the General Assembly, shall become im- 
mediately effective unless the commission has previously re- 
ceived contrary instructions from the Security Council. 

The commission shall render periodic monthly progress re- 
ports, or more frequently if desirable, to the Security Council. 
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15. The commission shall make its final report to the next 
regular session of the General Assembly and to the Security 
Council, simultaneously, 


C. Declaration 
A declaration shall be made to the United Nations by the 
provisional government of each state before the interim admin- 
istration is brought to an end. This shall contain stipulations, 
which are to be recognized as fundamental laws of each state, 
regarding the holy places, religious and minority rights, citi- 
zenship, international conventions and financial obligations. 


Chapter 1 
Holy Places, Religious Buildings and Sites 

Existing rights in regard to holy places, religious build- 
ings and sites shall not be denied or impaired. Free access 
to them shall be secured. No act shall be permitted which 
would in any way impair their sacred character. No taxa- 
tion shall be levied on any such place, building or site 
that was exempt from taxation at the time of the creation of 
the state. The protection of the holy places shall be the 
special concern of the governor of Jerusalem. 


Chapter 2 
Religious and Minority Rights 

1. Freedom of conscience and the free exercise of all forms 
of worship shall be insured. 

2. No discrimination of any kind shall be made on the 
ground of race, religion, language or sex. 

3. All persons within the jurisdiction of a state shall be 
entitled to equal protection of its laws. 

4. The family law and personal status of the various 
minorities and their religious interests, including endow- 
ments, shall be respected. 

5. Except as may be necessary for the maintenance of 
order and good government, there shall be no obstruc- 
tion with the enterprise of religious or eleemosynary bodies 
of any faith. 

6. The state shall insure adequate primary and secondary 
education for the Arab and Jewish minority, respectively, in 
its own language and cultural traditions. 

The right of each community to maintain its own schools 
shall not be impaired. ° 

7. No restriction shall be imposed on the free use by any 
citizen of any language. 

‘The state shall be bound by all international conventions to 
which Palestine was a party. Disputes shall be referred to the 
International Court of Justice. 

The state, through the joint economic board, shall respect 
and fulfill all financial obligations assumed in behalf of Pales- 
tine by the mandatory power, including pensions. 


D. Economic Union and Transit 


The provisional council of each state shall enter into an 
undertaking with respect to economic union and transit. 

The objectives of the economic union shall be: 

(a) A customs union. 

(b) A joint currency system providing for a single foreign 
exchange rate. 

(c) Operation in the common interest on a nondiscrimina- 
tory basis of railways, interstate highways, postal, telephone 
and telegraphic services and ports and airports. 

(d) Joint economic development, especially in respect 
of irrigation, and reclamation and soil conservation. 

(e) Access for both states and for the city of Jerusalem 
on a nondiscriminatory basis to water and power facilities. 

A joint economic board shall be established, consisting of 
three representatives of each of the two states and three 
foreign members appointed by the Economic and Social 
Council of the United Nations. The board shall have all 
powers of organization and administration necessary to 
realize the objectives of the economic union. 


The states shall bind themselves to put into effect the 
decisions of the joint economic board. 

So far as is consistent with the above, each state may 
operate its own central bank, control its own fiscal and 
credit policy, its foreign exchange receipts and expenditures, 
the grant of import licenses, and may conduct international 
financial operations on its own faith and credit. 

There shall be a common customs tariff with complete 
freedom of trade between the states, and between the 
states and the city of Jerusalem. 

The undertaking shall remain in force for a period of 10 
years, during which it may not be modified except by consent 
of both parties and with the approval of the General Assembly. 
It shall continue in force until notice of termination, to take 
effect two years thereafter, is given by either of the parties. 


E. Admission to Membership in the United Nations 


When the independence of either the Arab or the Jewish 
state has become effective and the declaration and undertaking 
have been signed by either of them, sympathetic consideration 
should be given to its application for membership in the 
United Nations in accordance with Article 4 of the United 
Nations Charter. 


PART Il 


Boundaries 

The boundaries are set forth in detail, following in the main 
the recommendations made by the majority report of the 
United Nations Special Committee on Palestine, but with 
changes that have been estimated to: exceed two million 
déniims, or about 785 square miles. The most important 
change was the removal of the predominantly Arab port city 
of Jaffa from the Jewish state and its establishment as an Arab 
enclave. 


PART Iil 


The city of Jerusalem is to be established as a corpus 
separatum, under a special international regime. It shall be 
administered by the United Nations through the medium of 
the Trusteeship Council. The governor of the city shall be 
appointed by the Trusteeship Council, and shall be responsi- 
ble to it. He shall be assisted by an administrative staff of 
international officers. 

The existing local autonomous units in the territory of the 
city (villages, townships and municipalities) shall enjoy wide 
powers of local government and administration. A _ legis- 
lative council elected by adult residents of the city shall have 
powers of legislation and taxation. Jerusalem shall be de- 
militarized. The city of Jerusalem shall: be included in the 
economic union of Palestine. Arabic and Hebrew shall be 
the official working languages of the city, but the adoption of 
one or more additional working languages is not precluded. 

All residents of Jerusalem shall become ipso facto citizens 
of the city of Jerusalem unless they opt for citizenship 
of the state of which they have been citizens, or, if Arabs 
or Jews, have filed notice of intention to become citizens 
of the Arab or Jewish states. 

The citizens are guaranteed the enjoyment of human 
rights and fundamental freedonis, including fréedom of 
conscience, religion and worship, language, education, speech 
and press, assembly and association, and petition. 


PART IV 


Capitulations 


States whose nations have in the past enjoyed in Palestine 
the privileges and immunities of foreigners, including the 
benefits of consular jurisdiction and protection formerly 
provided by the capitulations under the Ottoman Empire, 
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are invited to renounce any right pertaining to them to the 
re-establishment of such privileges and immunities in the 
proposed’ Arab and Jewish states and the city of Jerusalem. 





For Unity 


(Official summary of the report submitted Nov. 19, 
1947, by Subcommittee Two of the United Nations 
General Assembly’s Special Committee on Palestine, 
proposing establishment of an independent, unitary 
state in Palestine. Subcommittee Two was composed of 
Egypt, Colombia, Saudi Arabia, Yemen, Iraq, Pakistan, 
Syria, Lebanon and Afghanistan.) 


INTRODUCTION 


At the outset the Subcommittee decided to concentrate on 
three broad issues: : 
1. The legal questions arising from the Palestine problem. 

2. The problem of Jewish refugees and displaced persons 
and its connection with the Palestinian question. 

3. The termination of the mandate over Palestine and 
constitutional proposals for the establishment of a unitary and 
independent state on the basis of the proposals submitted to 
the General Assembly by Iraq and Saudi Arabia. 

Working groups were constituted to deal with each of 
these problems, as follows: 

Legal problems—Pakistan, Syria and Saudi Arabia. 

Refugee problem—Afghanistan, Colombia and Lebanon. 

Constitutional proposals—Egypt, Iraq and Yemen. 


CHAPTER | 


Legal Issues Connected with the Palestine Problem 


The claim of the Arabs to Palestine rests upon their cen- 
turies-old possession and occupation of the country and their 
natural right to determine their own future. This is further 
supported by the pledges given by the British Government 
to the Arabs during World War I. 

The Subcommittee feels that the controversy concerning 
the interpretation of the correspondence between Sir Henry 
McMahon and Sherif Hussein of Mecca and the subsequent 
declarations, can be satisfactorily settled only by obtaining 
the opinion of the International Court of Justice. 

The Jews, on the other hand, rest their claims regarding 
Palestine on the Balfour Declaration, which was _ subse- 
quently embodied in the Palestine mandate. It is essential 
that the question of the validity of the Balfour Declaration 
should be referred to the International Court of Justice for 
an opinion. 

With the dissolution of the League of Nations the legal 
basis for the Palestine mandate has also disappeared and the 
mandate must be considered to have come ipso facto to an end. 

The United Nations organization has not inherited the 
constitutional and political powers of the League of Nations. 

A study of Chapter XII of the United Nations Charter 
leaves no doubt that unless and until the mandatory power 
negotiates a trusteeship agreement neither the General As- 
sembly nor any other organ of the United Nations is compe- 
tent to entertain, still less to recommend or enforce, any 
solution with regard to a mandated territory. In the case 
of Palestine the mandatory power has not negotiated such 
an agreement. 

The dissolution of the League of Nations and the conse- 
quent removal of the legal basis for the mandate and the more 
recent declarations by the mandatary of its intention to with- 
draw from Palestine open the way for the establishment of 
an independent government in Palestine by the people of 
the country, without the intervention of the United Nations 
or any other party. 
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The proposal of the majority plan of the United Nations 
Special Committee on Palestine to partition Palestine is in 
direct violation of the principles and objectives of the United 
Nations Charter. The United Nations cannot make a dispo- 
sition or alienation of territory. Nor can it deprive the 
majority of the people of Palestine of their territory and 
transfer it to the exclusive use of a minority in the country. 
The proposal to create two separate Arab and Jewish states 
is equally invalid; the United Nations has no power to 
create a new state. 

The General Assembly might, with advantage, seek the 
advisory opinion of the International Court of Justice on 
whether the United Nations is competent to partition Pales- 
tine with the object of setting up more than one state; to 
impose certain conditions in connection with the attainment 
of the independence of the proposed Arab and Jewish states; 
to set up a permanent international trusteeship for the city of 
Jerusalem and to administer an international economic 
trusteeship for the whole of Palestine by means of the pro- 
posed joint economic board. 


CHAPTER Il 


Relief of Jewish Refugees and Displaced Persons 


The question of the relief of Jewish refugees and dis- 
placed persons is not strictly relevant to the Palestine prob- 
lem, but it is considered because it has unnecessarily com- 
plicated the Palestine issue. 

Of 656,831 refugees receiving care and maintenance from 
the preparatory commission of the International Refugee 
Commission in September, about 200,000 were Jewish. About 
75 per cent of these were of Polish nationality, 8 per cent 
Romanian, 6 per cent Hungarian and 11 per cent Czech, 
German, Lithuanian and Yugoslav. There are another 10,000 
Jewish refugees in Shanghai and 18,900 in Cyprus. 

In the years 1933 to 1946 Palestine, although a small coun- 
try with very limited resources, accepted 287,063 Jews, while 
the 10 leading nations that have accepted Jewish refugees 
took all together 364,648. The totals for these countries were: 
United States, 188,648; Great Britain, 65,000; Argentina, 
26,000; Brazil, 23,500; Chile, 14,000; Bolivia, 12,000; Canada, 
12,000; Australia, 8,500; South Africa, 8,000; Uruguay, 7,000. 

There exist legal, political and economic obstacles to the 
attempt to solve the problem of Jewish refugees and dis- 
placed persons by further immigration into Palestine. The 
main political ground is that Jewish immigration into Palestine 
is opposed by the large majority of the population. Palestine 
is already overpopulated. Under the mandate, immigration 
must not prejudice the rights and position of other sections 
of the population. 

Each member of the United Nations should be made re- 
sponsible for accepting a moderate number of nonrepatriable 
refugees, under a quota system to be drawn up by a special 
committee of the General Assembly, in consultation with the 
International Refugee Organization. This system should take 
into consideration the national income of each country, its 
per capita income and its area and possibilities of future 
development. 


CHAPTER Iil 


Proposals for the Constitution and Future 
Government of Palestine 


The partition proposal is legally objectionable, politically 
unjust and economically disastrous; in short, it is utterly un- 
workable. The Subcommittee is, therefore, compelled to 
reject partition as a solution of the Palestine problem and 
considers that the constitution and future government of 
Palestine must be based on the fundamental principle of a 
unitary state. 
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The constitution of Palestine should be framed by an 
elected constituent assembly, but the Subcommittee feels that 
it should indicate in general terms the main principles on 
which the future constitution should be based. These are 
summarized as follows: 

“(I) Palestine shall be a unitary and sovereign state; 

“(II) It shall have a democratic constitution, with an 
elected legislature and an executive responsible to the legisla- 
ture; 

“(III) The constitution shall provide guarantees for the 
sanctity of the holy places covering inviolability, maintenance, 
freedom of access and freedom of worship in accordance with 
the status quo; 

“(IV) The constitution shall guarantee respect for human 
rights and fundamental freedoms without distinction as to 
race, sex, language or religion, and freedom of religious belief 
and practice in accordance with the status quo (including the 
maintenance of separate religious courts to deal with mat- 
ters of personal status) ; 

“(V) The constitution shall guarantee the rights of 
religious bodies or other societies and individuals to main- 
tain, in addition to educational establishments adminis- 
tered by public authority, educational institutions of their 
own, subject to normal government supervision and _ in- 
spection; 

“(VI) The constitution shall recognize the right of Jews 
to employ Hebrew as a second official language in areas in 
which they are in a majority; 

“(VII) The law of naturalization and citizenship shall 
provide, among other conditions, that the applicant should 
be a legal resident of Palestine for a continuous period to 
be determined by the constituent assembly; 

“(VIIL) The constitution shall insure adequate represen- 
tation in the legislature for all important sections of the citi- 
zenry in proportion to their numerical strength; 

“(IX) The constitution shall also provide for adequate 
reflection in the executive and administration of the distribu- 
tion of representation in the legislature; 

“(X) The constitution shall authorize the legislature to 
invest local authorities with wide discretion in matters con- 
nected with education, health and other social services; 

“(XI) The constitution shall provide for the setting up of 
a supreme court, the jurisdiction of which shall include, 
inter alia, the power to pronounce upon the constitutional 
validity of all legislation, and it shall be open to any ag- 
grieved party to have recourse to that tribunal; 

“(XII) The guarantees contained in the constitution con- 
cerning the rights and safeguards of the minorities shall not 
be subject to amendment or modification without the consent 
of the minority concerned, expressed through a majority of 
its representatives in the legislature.” 

The Subcommittee recommends that a provisional govern- 
ment shall be set up without further delay and that it shall 
be representative of all important sections of the citizenry 
in Palestine in proportion to their numerical strength. 

The legislative, executive and administrative functions of 
the present administration of Palestine shall be vested in the 
provisional government as soon as the latter is constituted, 
and thereupon the mandatory power shall begin the with- 
drawal of its forces and services from Palestine. The with- 
drawal shall be completed within one year. 

The provisional government shall, as soon as practicable, 
enact an electoral law, which shall provide for the adequate 
representation in the constituent assembly of all the im- 
portant sections of the citizenry in accordance with their 
numerical strength. As soon as the electoral register is com- 
pleted, elections shall be held for the constituent assembly. 


. The constituent assembly shall also act as a legislature until 


the first elections under the new constitution have been held, 
and the provisional government shall be responsible to it 
during the interval. 

It is essential to add that, until the independent state of 


Palestine legislates otherwise, immigration into Palestine shall 
be suspended and the existing land transfer restrictions shall 
remain in force. 


CHAPTER IV 


Conclusion 


The conclusions of the Subcommittee are embodied in 
three draft resolutions, which it recommends to the Ad Hoc 
Committee for submission to the General Assembly. 

Draft Resolution I would place the ‘General Assembly on 
record as asking the International Court of Justice for an 
advisory opinion on the following questions: 

1. Whether the indigenous population of Palestine has 
not an inherent right to Palestine and to determine its future 
constitution and government. 

2. Whether the pledges and assurances given by Great 
Britain to the Arabs during the first World War (including the 
Anglo-French declaration of 1918) did ‘not include Palestine. 

3. Whether the Balfour Declaration was valid and binding. 

4. Whether the provisions of the mandate for Palestine 
regarding the establishment of a Jewish national home were 
compatible with the Covenant of the League of Nations or 
the other provisions of the mandate regarding the preserva- 
tion of the rights and position of the Arabs of Palestine. 

5. Whether the legal basis for the mandate for Palestine 
has not disappeared with the dissolution of the League of 
Nations, and whether it is not the duty of the mandatory 
power to hand over power and administration to a govern- 
ment of Palestine representing the: rightful people of 
Palestine. 

6. Whether a plan to partition Palestine without the con- 
sent of the majority of its people is consistent with the ob- 
jectives of the Covenant of the League: of Nations and with 
the provisions of the mandate for Paiestine. 

7. Whether the United Nations is competent to recom- 
mend any solution involving partition of the territory of 
Palestine or a pérmanent trusteeship over any city or part of 
Palestine, without the consent of the majority of the people 
of Palestine. 

8. Whether the United Nations is cGmpetent to enforce 
or recommend any proposal regarding the future government 
of Palestine, in particular any plan of: partition, which is 
contrary to the wishes, or adopted without the consent, of the 
inhabitants of Palestine. . 

Draft Resolution III would have the General Assembly rec- 
mend that their countries of origin should take back the 
Jewish refugees and displaced persons belonging to them; 
that those who cannot be repatriated should be absorbed by 
members of the United Nations, and that a special committee 
of the General Assembly should be set up to establish a quota 
system for the acceptance by members of Jewish refugees 
and displaced persons. 

Draft Resolution II would have the General Assembly go 
on record as “being satisfied that the partition of Palestine is 
unjust, illegal and impracticable and that the only just and 
workable solution is the immediate establishment of a unitary, 
democratic and independent state with adequate safeguards 
for minorities.” It would provide for the creation of a pro- 
visional government and the framing of a constitution by the 
constituent assembly, subject to the general principles laid 
down in Chapter III. 

Accompanying the report were six appendices containing 
statistical data and maps. Included were an estimated popu- 
lation chart of Palestine as of Dec. 31, 1946; an estimated 
population chart of the proposed Jewish state as of the same 
date; a note on the Bedouin population of Palestine; a map 
showing the distribution of population by subdistricts; a map 
showing land ownership by subdistricts, and extracts from 
village statistics showing the agricultural uses to which vari- 
ous village lands were put in 1945. 
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Lack of Detailed Plan 
For U.S. Aid to China 


American delegates to the Foreign 
Ministers Conference impressed the 
representatives of the other powers 
with their attitude of self-confidence 
when they arrived in London for the 
meeting. They gave the impression 
that they were ready to be firmer than 
ever with the Russians in negotiations 
over Germany and Austria. 


o 90 O 


The United States still has no de- 
tailed, concrete plan for giving new 
assistance to China, in spite of Sec- 
retary of State George C. Marshall's 
statement to Congress that $300 mil- 
lion would be needed for that pur- 
pose. When Marshall made the re- 
mark, he caught China experts in his 
own department by surprise. 


oo 90 


Gen. Charles de Gaulle has set as 
one of his first objectives the elim- 
ination of Communist leaders from 
France’s trade unions. De Gaullists 
will back a law requiring that all 
union elections be secret and that all 
union officers be actively employed in 
the trade represented by the union. 
The latter provisions would prevent 
politicians from holding office in many 
of the workers labor organizations. 


o 0 90 


Diplomats were not surprised at the 
intensity of Communist agitation in 
France and Italy. What did surprise 
them was the timing. They expected 
the disturbances to reach their height 
in the middle of the Foreign Ministers 
Conference in London. 


o 90 °O 


British experts on Greece say that 
America’s stabilization program in 
that country is getting Washington in- 
volved far more deeply than originally 
calculated. It is becoming apparent 
that it will take several years, and far 
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Pu: ,ing French Labor 
As Aim of De Gaulle 


more money than first suggested, to 
get the country on any sort of an eco- 
nomic balance. 


o 0 0 


If the London Foreign Ministers 
Conference bogs down, as expected, 
the United States is ready to intensify 
its radio offensive against communism 
in Europe. Negotiations have been 
going on for some time for the U.S. 
State Department to take over the 
American radio in Germany—now 
used to entertain occupation troops— 
and convert a part of its time to “Voice 
of America” broadcasts. 


o 0 90 


Probably because of the Foreign 
Ministers Conference, Gen. Lucius D. 
Clay is making a careful distinction 
between communism and the Russian 
Government in public discussions 
about Germany. He recently ruled 
that occupation officials, in participat- 
ing in a radio broadcast, could say 
anything they wanted to about com- 
munism but could not criticize the 
Russian Government, as such. 


o 90 Oo 


American defense authorities are 
suggesting that United States oil com- 
panies operating in the Middle East 
place their proposed new refineries 
outside the production area. The sug- 
gestion is made for security reasons. 
Defense experts feel it unwise to con- 
struct completely integrated oil in- 
dustries, from well to refinery, so close 
to the Russian border. 


oo 90 


Washington is doing everything it 
can to keep the United States from 
getting .nixed up in political troubles 





Why Argentina Keeps 
Ties With Soviet Union 


that might arise out of the issues over 
the future of Palestine. The U. S. State 
Department has hinted to Arab lead- 
ers that Washington will support ap- 
plications of Arab countries for de- 
velopment loans from the World Bank 
to help raise living standards in the 
region. 


o 0 O 


Argentina has no intention of fol- 
lowing the lead of Chile and Brazil in 
breaking diplomatic relations with 
Russia. The Perén Administration in 
Buenos Aires wants to keep com- 
mercial relations with both the United 
States and Russia so it can be in a 
position to bargain between the two 
big powers if the opportunity arises. 


oo 9 


There are growing indications that 
Great Britain and Russia will be able 
to get together on a trade agreement. 
Russia is less hopeful now of getting 
needed machinery from the United 
States and, thus, appears more willing 
to deal with the British. On the other 
hand, Britain is in a better position to 
guarantee deliveries than it was when 
earlier negotiations broke down. 


oo *9O 


The tense situation in the British 
Government that preceded Hugh Dal- 
ton’s resignation as Chancellor of the 
Exchequer is coming to light. There 
are reports in London, for example, 
that Sir Stafford Cripps told the Labor 
Cabinet it must either get Dalton’s 
resignation or run the risk of political 
downfall within a month. 


o 90 °O 


American firms in China are buying 
up Shanghai real estate. The reason is 
that, because of foreign exchange 
regulations, they cannot send profits 
of their China companies back to the 
United States. 
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America the Provider—Chemicals 


B* MAKING many bushels of food grow where one grew before, 

in this country and abroad, American fertilizers are helping 

to solve the world’s food problem. Crop and health pests also 

are being reduced by chemical control. 
The fertilizer industry is but one branch of the vast chemical — . ena 

industry, the products of which range from heavy industrial en steno 

chemicals, acids, salts and alkalies to extremely complex dye- 

stuffs, plastics, synthetic fibres and medicinals. 
Perhaps no other industry rests as much on modern science as 

does the chemical industry. It is estimated that for every 10,000 

persons on its payroll there are about 300 research workers. 

The United States is the world’s largest producer and consumer 

of chemicals, and likewise the most nearly self-sufficient. 46 OVERSEAS BRANCHES 
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